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i 
Abstract 
ABSTRACT
 
 
 
The following study concerns Knowledge Management and Outsourcing in an IT 
environment. More specifically, it gives a brief description of what Knowledge 
Management is; the different types and phases, the economics and strategies, 
different drivers, the outcomes, critical success factors, the benefits, frameworks 
and the influence that Knowledge Management has on competitiveness and 
innovation in the workplace. The topic is concluded with a discussion around 
technologies for enabling Knowledge Management. 
 
Also discussed in the study is the definition of Outsourcing, the different theories, 
critical success factors, drivers and moving from traditional to transformational 
Outsourcing. Mention is also made about some of the obstacles and problems 
associated with Outsourcing and the different prescriptive models around. Lastly, 
the determinants of organisational adoption and the stages of the Outsourcing 
framework are discussed in depth. 
 
The original decision was to develop a questionnaire and distribute it throughout 
the company, Business Connexion, a leader in the IT Outsourcing industry. 
However, due to time constraints and the number of potential employees, 
approximately 4700, it was agreed upon to only target the staff members within the 
Outsourcing division. At the time of the questionnaire, the total number of 
employees was 539 and 127 participated in this study by responding via a URL 
link set up by Statkon, a division of the University of Johannesburg. The responses 
were fed into a database which produced the relevant results for this particular 
study. These questionnaires were designed to specifically measure the varying 
issues surrounding Knowledge Management and Outsourcing in an IT 
environment. 
 
Due to the fact that this study was implemented within only one division of the 
organisation, it is important to note that the findings of this study cannot be 
generalised, thus providing an opportunity for future comparative research.  
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CHAPTER 1 
ORIENTATION 
 
1.1. Introduction 
 
With the rapid pace of technological development, knowledge has become one of 
the key factors of production. In an economy and environment where the only 
certainty is uncertainty, the one sure thing of a lasting competitive advantage is the 
innovative way of using knowledge. Over the last decade the relatively new 
concept of Knowledge Management has evolved in the information age that 
facilitates this as an innovative way of using knowledge (Earl, 2001:216). 
Knowledge Management is also a relatively new concept in South African 
business. However, as the world is in the process of transforming from a 
predominantly industrial economy, to a new era of a knowledge economy, the 
effective use of knowledge management is going to be fundamental to long term 
survival in the 21st century. In particular, knowledge management and intellectual 
capital is regarded as the trading stock of knowledge based businesses such as 
consultancies and professional service institutions.  Whilst initially slow, South 
African organisations have also turned to knowledge management for the same 
reasons (Robertson, 2004:32). 
 
According to (Raich, 2000:27) and (Hall, 2003:194), the growing interest in 
knowledge management has been fuelled by a number of development trends: 
globalisation with the increasing intensity of competition; virtualization or 
digitalization enabled by advances in information and communication technology; 
and the transformation to knowledge based economy together with changing 
organisational structures, new worker profiles, preferences and predispositions. 
This new emerging world is variously referred to as third wave, information age, 
knowledge-based or knowledge economy or society. Irrespective of the 
terminology, these names, and others, refer to the transition that is currently taking 
place in the business environment. As organisations move towards becoming 
more knowledge-based, their business success will increasingly depend on how 
successful knowledge workers are at developing and applying knowledge 
productively and efficiently. The ability to identify and leverage key knowledge 
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pays a critical role in organisational survival and advancement. (Burnes, 2000:42) 
mentions that the knowledge economy demands organisations integrate their 
activities, processes and systems in order to exploit their resources more 
efficiently, thereby gaining the economies of scale. Those organisations that are 
unable to change or choose not to adapt in a timely manner are likely to become 
vulnerable and unable to compete in the future.     
 
According to (Earl, 2001:227), the basic assumption of Knowledge Management is 
that organisations that manage organisational and individual knowledge better will 
deal more successfully with the challenges of the new business environment. 
Knowledge Management is considered to be central to achieving process and 
product improvement, executive decision making and organisational adaptation 
and renewal. (Holsapple and Joshi, 1999:19) states that while there is widespread 
agreement of the importance of knowledge with respect to the struggle for 
economic success, there are differences among researchers and practitioners 
alike in what constitutes useful knowledge and the way it should be managed. 
According to (Handzic and Hasan, 2003:15), there are major disagreements as to 
whether it should be considered a technical issue, a human resource issue, a 
procedural issue or part of strategic management. The variation between different 
schools of thought on knowledge management is an indication of the many 
problems faced. 
 
1.2. The problem statement 
 
In the view of the best-practice organisations, people and culture are at the heart 
of creating a successful knowledge based organisation. Several studies have 
shown that people and cultural issues are the most difficult problems to resolve, 
but produce the greatest benefits (People Management, 1998:38). The biggest 
challenge for Knowledge Management (KM) is not a technical one – it can be 
integrated into any number of IT systems – but a cultural one (Forbes, 1997:28). It 
is the difficult task of overcoming cultural barriers, especially the sentiment that 
holding information is more valuable than sharing it. Delphi Group, in Boston who 
released a study demonstrating that corporate culture was cited by 53 per cent of 
the respondents as being the biggest obstacle to deploying KM initiatives (Cole-
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Gomolski, 1997b:6). In another study, culture was seen by 80 per cent of those 
surveyed as the biggest obstacle in creating a knowledge-based organisation. The 
ability to share knowledge and collaborate is all too often missing in our 
organisations (Mayo, 1998:35). Efforts to deploy KM group-ware are frequently 
met with employee reluctance to share their expertise.  The likely reason for this is 
that employees are competitive by nature and may be more inclined to hoard than 
share the knowledge they possess (Forbes, 1997:28). (Ostro, 1997:59) reports the 
results of an extensive multi-firm study by the American Productivity and Quality 
Center. The researcher found that the main reason why knowledge was not being 
shared was that employees did not realise their experiences would be valuable to 
others. On the other hand, a better process of sharing knowledge benefits the firm. 
The problem statement therefore is: “Does individuals have the culture, willingness 
and ability to share knowledge or are they more inclined by nature to hoard this 
knowledge for themselves?”  
 
1.3. The purpose of the study 
 
The purpose of this study is to identify explicit factors that influence and, directly 
and indirectly have a major bearing on KM and Outsourcing in an IT environment. 
The literature chapter to follow will be greatly extended by the necessary empirical 
research to test and evaluate the precedence of these motivations.  
 
1.4. Research Objectives 
 
This study will make a significant contribution to the body of knowledge with 
respect to KM and Outsourcing in general, providing a greater understanding of 
some of the factors that inhibit knowledge sharing in an outsourcing division within 
an IT organisation. 
 
1.4.1. Primary research objective 
 
The primary objective of this study is to determine whether the different sections 
within the Outsourcing division of a selected company, Business Connexion, have 
a culture of knowledge sharing. 
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1.4.2. Secondary research objectives 
 
The secondary objectives of this study are: 
(a) To identify the number of years of experience and skills per individual 
obtained in outsourcing, before and at Business Connexion, in relation to the 
training requirements.  
(b) To compare between male and female and the job grades they operate on. 
(c) To identify whether there are departmental incentive schemes in place for 
rewarding people. 
(d) To identify if there are retention schemes in place for critical or scarce skills. 
(e) To identify if the departmental processes and procedures are documented, 
clearly understood and followed by each individual. 
  
1.5. Research Hypotheses   
 
A hypothesis can be defined as an assumption, informed guess, preconceived 
notion, or conjectural statement regarding a particular attribute of a population that 
may or may not be true (Cant, Gerber-Nel, Nel & Kotzé, 2003:176). The following 
research hypotheses pertaining to KM and Outsourcing in an IT environment, will 
be thoroughly scrutinised in a subsequent chapter and may be judged as either 
true or false upon completion of the necessary empirical studies: 
 
H1:  The different divisions within outsourcing have a culture of knowledge 
sharing. 
H2: Individuals on higher job grades do not require extensive training. 
H3: When certain individuals are away for a lengthy period of time, this absence 
causes the processes or procedures to stall. 
H4: Male respondents are likely to be on higher job grades than their female 
counterparts. 
 
1.6. Research Methodology 
 
A questionnaire was developed and sent to the employees within the Outsourcing 
division of Business Connexion (BCX), a leader in the IT outsourcing industry. The 
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total staff compliment within this division at the time of the questionnaire was 539 
and 127 participated in this study by responding via a URL link set up by Statkon, 
a division of the University of Johannesburg. The subsequent findings can be 
viewed in Chapter Five. 
 
1.7. The importance of the study 
 
One of the key issues to have emerged for many organisations has been the 
growing importance of KM and Outsourcing. The potential for outsourcing has 
moved on from those activities that are normally regarded as of peripheral concern 
to the organisation such as cleaning, catering and security, to include critical areas 
of activity such as design, manufacture, marketing, distribution and information 
systems. Within organisations, KM and the outsourcing decision is been given 
more consideration because of its strategic implications. KM and Outsourcing is a 
widely accepted business tool for achieving business goals. 
 
1.8. Value of the study 
 
Powerful forces are reshaping the economic and business world and many calls 
for a fundamental shift in organisation processes and human resources strategy. 
The prime forces of change include globalisation, higher degrees of complexity, 
new technology, increased competition, changing client demands, and changing 
economic and political structures. Organisations are beginning to recognise that 
technology-based competitive advantages are transient and that the only 
sustainable competitive advantages they have are their employees. This 
development has forced steep learning curves as organisations struggle to adapt 
quickly, respond faster, and proactively shape their industries. 
 
1.9. Demarcation and scope of the study 
 
This is a descriptive study intended to investigate KM and Outsourcing in an IT 
environment. The following aspects should be noted: 
● The study covers the theory on KM and Outsourcing in an IT environment as 
divulged in the literature review. 
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● The empirical section of this study will focus on these two aspects in 
conjunction, namely, KM and Outsourcing. 
 
1.10. Chapter outline 
 
The current chapter describes the problem statement, research objectives and 
propositions as well as the importance and value of the study to be conducted 
regarding KM and Outsourcing in an IT environment. The following chapters will be 
included in this study upon implementation of the empirical research and will be 
segregated as follows: 
 
Chapter 2: Overview of Knowledge Management 
 
This chapter gives a brief description of what KM is, the different types and phases 
of KM. The economics and strategies and different drivers of KM are also 
discussed. The chapter also focuses on the outcomes, critical success factors, the 
benefits of KM and the two KM frameworks. Within the chapter, attention is also 
given to the influence that KM has on competitiveness and innovation, the benefits 
and key features of a KM system. Lastly, the chapter is concluded with a 
discussion around technologies for enabling KM. 
 
 
Chapter 3:  Overview of Outsourcing 
 
This chapter discusses the definition of outsourcing, moving from traditional to 
transformational outsourcing and the different theories of outsourcing. The chapter 
will also focus on what the critical success factors and motivation for outsourcing 
are. Also discussed are the drivers, some of the obstacles and problems 
associated with outsourcing. Mention is made of the prescriptive models of 
outsourcing as well as the strategy for outsourcing. Lastly, the determinants of 
organisational adoption and the stages of the outsourcing framework are 
discussed in depth. 
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Chapter 4:  Research Methodology 
 
The research methodology will be discussed with special reference to the 
population, sampling process and sample size; the data collection method and 
specific measuring instrument; as well as the proposed statistical analysis. 
 
Chapter 5:  Research Findings and Interpretations 
 
This chapter will present the results from the empirical research that will be 
reported on a question-by-question basis for the total sample. 
 
Chapter 6:  Conclusions, Implications and Recommendations for Future  
         Research 
 
The final chapter will provide a summary of all the major findings of this study. The 
chapter will be concluded by a discussion of the limitations of the study followed by 
several recommendations for future research. 
 
1.11. Conclusion 
 
Over the past several years there have been intensive discussions about the 
importance of KM within our society. The management of knowledge is promoted 
as an important and necessary factor for organisational survival and maintenance 
of competitive strength. To remain at the forefront organisations need a good 
capacity to retain, develop, organise, and utilise their employees' capabilities. 
Knowledge and the management of knowledge appear to be regarded as 
increasingly important features for organisational survival. 
 
The chapter to follow (Chapter Two) will provide a discussion of previous studies 
and compiled literature regarding KM. 
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CHAPTER 2 
OVERVIEW OF KNOWLEDGE MANAGEMENT 
 
 
 
2.1. Introduction 
 
In the mid-1980’s, individuals and organisations began to appreciate the 
increasingly important role of knowledge in the emerging competitive environment. 
International competition was changing to increasingly emphasize product and 
service quality, responsiveness, diversity and customisation. Some companies had 
been pursuing a knowledge focus for some years, but during this period it started 
to become a more wide-spread business concern. These notions appeared in 
many places throughout the world – almost simultaneously in the way bubbles 
appear in a kettle of superheated water! Over a brief period from 1986 to 1989, 
numerous reports appeared in the public domain concerning how to manage 
knowledge explicitly. No general approach to managing knowledge is commonly 
accepted, although several isolated, and at times diverging, notions are being 
advanced (Wiig, 1997:3). KM is one of the fastest growing areas of corporate 
spending. The June 2000 issue of CIO Magazine estimated that “worldwide 
spending for KM services, including consulting, implementation, operations, 
support and training, will grow from $776 million in 1998 to $10 billion by 2004” 
(CIO Magazine, 2000:6).   
 
This chapter gives a brief description of what KM is, the different types and phases 
of KM. The economics and strategies and different drivers of KM are also 
discussed. The chapter also focuses on the outcomes, critical success factors, the 
benefits of KM and the two KM frameworks. Within the chapter, attention is also 
given to the influence that KM has on competitiveness and innovation, the benefits 
and key features of a KM system. Lastly, the chapter is concluded with a 
discussion around technologies for enabling KM.  
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2.2. What is Knowledge Management 
 
KM is an integrated, systematic approach to identify, manage and share all of the 
department’s information assets, including databases, documents, policies and 
procedures, as well as previously unarticulated expertise and experience resident 
in individual officers (Jones, 2003:7). KM is also known as a systematic, goal-
oriented application of measures to steer and control the tangible and intangible 
knowledge assets of organisations, with the aim of using existing knowledge inside 
and outside of these organisations to enable the creation of new knowledge and 
generate value, innovation and improvement (Wunram, 2000:5). 
 
2.3. Different types of Knowledge 
 
According to Nonaka, two types of knowledge reside in any organisation – tacit 
and explicit knowledge. Nonaka and Takeuchi (1995:18) developed the knowledge 
spiral model to represent how tacit and explicit knowledge interact to create 
knowledge in an organisation. The framework for a learning organisation (Figure 
2.1) identifies four knowledge conversion processes or patterns: 
 
Figure 2.1: Framework for a learning organisation 
 
 
1.       Socialization (tacit to tacit) – describes the modification of tacit knowledge 
to other types of tacit knowledge. This process includes the sharing of 
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experiences, ideas, images, mental models and technical skills. It takes 
place through joint activities, observations, imitations and practice rather 
than written or verbal instructions. Obviously, the investigation of the social 
gatherings and the appropriate working conditions play an important role in 
this form of knowledge transition;  
2.  Externalization (tacit to explicit) – refers to the conversion of tacit 
knowledge to explicit knowledge; hidden tacit knowledge, as ideas, 
concepts, visuals, metaphors, analogies, narratives etc, is articulated and 
takes an understandable format. Computer-based techniques (visual 
modeling, inductive/deductive inference mechanisms, machine learning 
methodologies, case-based reasoning, decision support systems etc.) able 
to support individuals to describe, express and explain their inherent 
conceptualization are prominent in the externalization phase; 
3.  Combination (explicit to explicit) – declares the explicit-to-explicit 
conversion. It involves the mixture of different bodies of explicit knowledge 
producing more complex sets of explicit knowledge. The systemization and 
codification of knowledge and second, its communication, diffusion and 
integration, are integral parameters for the efficient and valid function of 
knowledge combination. Knowledge combination is strongly supported not 
only by computer-based technologies, as in externalization, but also by 
networks. Databases, classification methodologies, Web-based tools, 
intranets and the Internet are on focus; and 
4.  Internalization (explicit to tacit) – refers to the extension of explicit 
knowledge to tacit knowledge. Learning by doing, on-the-job training, 
learning by observation, face-to-face meetings listening to others’ stories, 
simulations and experiments are some of the usual practices establishing 
the internalization procedure. Internalization produces experience 
knowledge through the explicate source; the individual acquiring the explicit 
knowledge embodied in action and practice can re-experience what others 
go through. 
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2.3.1. Explicit knowledge 
 
Explicit knowledge is knowledge that can be codified. Because it is easily shared 
and communicated, most organisations have captured this knowledge in ordered 
repositories, systems, or operating technologies of the organisation, thus making it 
available to all the members of the organisations. There are three types of explicit 
knowledge resident in any organisation - cognitive knowledge, advanced systems 
skills, and systems understanding. Cognitive knowledge, also termed “know-what”, 
is the “basic mastery of a discipline that professionals achieve through extensive 
training and certification” (Quinn et al., 1996:72). Advanced skills or   “know-how” 
refer to the “ability to apply rules of a discipline to complex real-world problems” 
(Quinn et al., 1996:73). Systems understanding, also termed “know-why” is the 
deep understanding of the web of cause-and-effect relationships underlying a 
discipline (Quinn et al., 1996:75; Nonaka, 1991:99). 
 
2.3.2. Tacit knowledge 
 
Tacit knowledge, as opposed to explicit knowledge, sits in the heads of people as 
opposed to being stored in another physical form such as books and computers. 
(Koskinen, 2003:68) defines it as "that which an individual has collected while he 
has performed different tasks and duties in different contexts and situations". To 
put it another way; it is the unique knowledge that individuals carry with them, 
which they have accumulated, assimilated and stored in their minds, with which 
knowledge workers execute their specialised tasks in their own special and unique 
way. Tacit knowledge consists of mental models, beliefs and persuasions of each 
individual employee that are so ingrained as to be taken for granted. It resides 
within the individual and is difficult to express in words. Every employee has a 
wealth of tacit knowledge deeply rooted in his/her actions, and his/her commitment 
to “a particular craft or profession, a particular technology, a product market, or the 
activities of a work group or team” (Nonaka, 1991:101). In most organisations, tacit 
knowledge is rarely shared or communicated. Therefore, it is often lost when the 
individual possessing it leaves the organisation. Tacit knowledge can also be seen 
as that knowledge which resides in the culture of the organisation (Figure 2.2).  
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 Figure 2.2: The knowledge matrix  
 
 
                           Source: Quinn et al., 1996:76 
 
 
An example is self-motivated creativity, which refers to the will, motivation, and 
adaptability for success exhibited by employees working within certain corporate 
cultures. It is difficult to identify the precise cause of care-why. But literature on KM 
acknowledges that high levels of care-why significantly enhance the overall 
performance of the organisation (Davenport et al., 1998:45). Other examples 
include organisational tacit knowledge, which comprises such knowledge as 
causal ambiguity - the inexplicable chemistry of resources that provides 
sustainable competitive advantage to a organisation (Michalisn et al., 1997:41), 
and cultural tacit, which is the inexplicable knowledge resident in the corporate 
culture (Michalisn et al., 1997:44). 
 
2.4. Different phases of Knowledge Management 
 
We refer to KM as a process of knowledge creation, validation, presentation, 
distribution, and application. These five phases in KM allow an organisation to 
learn, reflect, and unlearn and relearn, usually considered essential for building, 
maintaining, and replenishing of core-competencies (Figure 2.3). 
 
2.4.1. Knowledge creation 
 
Knowledge creation refers to the ability of an organisation to develop novel and 
useful ideas and solutions (Marakas, 1999:440). By reconfiguring and recombining 
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foreground and background knowledge through different sets of interactions, an 
organisation can create new realities and meanings. 
 
Figure 2.3: Knowledge management process activities 
 
 
 
Knowledge creation is an emergent process in which motivation; inspiration; 
experimentation and pure chance play an important role (Lynn et al., 1996:26). 
The extent to which knowledge is considered to be novel depends if it solves 
existing problems more proficiently and effectively or may lead to innovations in 
the marketplace. However, we do not recommend that, in every situation, an 
organisation should create new knowledge from scratch. There are several other 
ways that can be pursued in combination with a “fresh-start” (Bhatt, 2000b:22). For 
example, an organisation may reconfigure and recombine existing pieces of 
knowledge, along with the strategy of imitation, replication, and substitution. In 
some cases, an organisation may develop its competence by focusing on its 
capabilities and limiting its shortcomings. By strengthening its research and 
development (R&D) capabilities, by scanning and monitoring external 
environments, and by borrowing and employing external technologies, a 
organisation can get a better perspective of its knowledge base and may include 
new knowledge from the outside (Bhatt, 2000b:23). Some organisations may 
choose to organise and interpret existing information in a new light. For example, 
an accounting organisation may choose to use existing accounting standards 
Source: Bhatt (2000:19) 
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through different methods, using different procedures of discount, depreciation, 
and overhead costs. On the other hand, some organisations may choose the 
process of “probe and learn”, through a series of experiments (Lynn et al., 
1996:29). For example, Corning's optical fiber program, GE's CT scanner 
experience, Motorola's cellular phone development, and Monsanto's NutraSweet 
inventions were perfected through a series of probing and learning processes 
(Lynn et al., 1996:30). 
 
2.4.2. Knowledge validation 
nowledge validation refers to the extent to which a organisation can reflect on 
Amazon.com and Barnes & Noble illustrates this point. 
 
K
knowledge and evaluate its effectiveness for the existing organisational 
environment. Because with age, a part of knowledge may be obsolete that needs 
to be reconfigured and refined to the existing realities. Often, multiple and 
continual interactions between technologies, techniques, and people may be 
necessary to test the validity of the knowledge (Bhatt, 2000b:24). For example, 
when an organisation employs new sets of tools and technologies, and processes 
and procedures, it may need to update or refine the skills of its employees so that 
they can swiftly adapt to the new competitive realities. Knowledge validation is a 
painstaking process of continually monitoring, testing, and refining the knowledge 
base to suit the existing or potential realities. As the realities change, so does the 
need arise to convert the parts of “knowledge” into “information”, and “data”, which 
may finally be discarded. It is because the development in a discipline may often 
constitute new information, rules and theories, and a part of the old rules and 
theories become outdated. Therefore, for organisations it becomes important that 
they continually review, test, and validate their knowledge base to keep up with the 
latest knowledge in the discipline and discard the outdated knowledge. The 
question of knowledge obsolescence is a paramount concern to shape the core 
competencies of the organisation. The core competencies cannot be easily 
imitated; they nevertheless become obsolete if not matched with the existing 
development in the fields (Nonaka and Takeuchi, 1995:45). For example, an 
organisation that is competing through bricks and mortar cannot ignore the 
competition coming from click and the mouse. The competition between 
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2.4.3. Knowledge presentation 
 
Knowledge presentation refers to the ways knowledge is displayed to the 
rganisational members. In general, an organisation may devise different 
d and shared throughout the organisation, before 
 can be exploited at the organisational level. The interactions between 
o
procedures to format its knowledge base. However, organisational knowledge is 
distributed and scattered in different locations, embedded into different artifacts 
and procedures, and stored into different mediums such as print, disks, and optical 
media. Each of them requires different means of knowledge presentation. Because 
of these different presentation styles, organisational members often find it difficult 
to reconfigure, recombine, and integrate knowledge from these distinct and 
disparate sources (Bhatt, 2000b:25). For example, there could be many 
departments or divisions, which may be processing data through their own devised 
conventions, often creating redundancy and incompatibility in data standards, 
formats, and programs. Though organisational members may find the relevant 
pieces of information by organizing data into separate databases, they will still find 
it difficult to integrate and interpret information different perspectives. 
Organisational members work with a set of styles. If they are required to learn 
different sets of “work-styles”, delays in integrating and internalizing new 
knowledge are common. Therefore, an organisation may choose to employ similar 
codification, standards, and programming schemes or make use of predefined 
templates and schema to present data, information, and knowledge. 
 
2.4.4. Knowledge distribution 
 
Knowledge needs to be distribute
it
organisational technologies, techniques, and people can have direct bearing on 
knowledge distribution. For example, organisational structure, based on traditional 
command and control, minimizes the interactions between technologies, 
techniques, and people, and thus reduces the opportunities in knowledge 
distribution. Similarly, knowledge distribution through supervision and a 
predetermined channel will minimize the interactions and consequently reduce the 
opportunity to question the validity of the transferred knowledge (Marakas, 
1999:441). On the other hand, horizontal organisational structure, empowerment, 
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and open-door policy speed up knowledge flow between different participants and 
departments. The application of e-mail, intranet, bulletin board, and newsgroup 
can support the distribution of knowledge throughout the organisation and allows 
organisational members to debate, discuss, and interpret information through 
multiple perspectives. 
 
2.4.5. Knowledge application 
ledge needs to be employed into a company's 
roducts, processes, and services. If an organisation does not find it easy to locate 
n readily 
pparent. However, if a company believes in the usefulness of knowledge in 
supporting its practical and day-to-day common activities, management should 
 
In general, organisational know
p
the right kind of knowledge in the right form, the organisation may find it difficult to 
sustain its competitive advantage. When innovation and creativity are the hallmark 
of the present competitive arena, an organisation should be swift in finding the 
right kind of knowledge in the right form from the organisation (Nonaka and 
Takeuchi, 1995:46). There are a number of ways through which an organisation 
can employ its knowledge resources. For example, it could repackage available 
knowledge in a different context, raise the internal measurement standard, train 
and motivate its people to think creatively and use their understanding in the 
company's products, processes, or services. For example, by comparing the 
practices of gas compression in fields, a Chevron team learned that it could save 
$20 million a year by adopting the best practices in the field; with its 
implementation of Lotus-Notes and making a central group to capture and 
distribute information throughout the organisation, PriceWaterhouse significantly 
improved its documentation process (APQC, 1999:7). Knowledge application 
means making knowledge more active and relevant for the organisation in creating 
values. For example, Intel has been on the forefront to upgrade and improve the 
design and speed of its microprocessor continuously. Similarly, by improving 
continuously its position in the liquid-crystal display (LCD), Sharp has become a 
dominant player in the LCD market. With a different aim, AT&T is now beginning to 
review its knowledge in multimedia (Collis and Montgomery, 1995:120). 
 
The criteria of evaluating the usefulness of knowledge are not ofte
a
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provide sufficient latitude to the communities of practice for experimentation to 
assess the potential of the knowledge. Certainly, a number of factors, including 
time period of the completion of the project, its cost, and uncertainty of benefits, 
need a thorough evaluation. However, often managements understanding of the 
scope and potential of knowledge can have a dramatic effect on the outcome of 
the project's future. 
 
2.5. Economics and strategies of Knowledge Management 
 
The “economics of ideas” describes the almost unlimited potential for economic 
 products make 
ossible. This diverges from more traditional economic perspectives which 
ledge available, and used, at each point of action. 
 customer relations, 
rs of the 
growth and success that new innovations and knowledge-based
p
presume restricted expansion opportunities based on scarcity of physical 
resources, available labour, capital, etc. In contrast to earlier theories, the 
“economics of ideas” explains much about the increased quality of life and wealth 
creation of recent decades. Making people knowledgeable brings innovation and 
continued ability to create and deliver products and services of the highest quality. 
It also requires effective knowledge capture, reuse and building upon prior 
knowledge. Organisations pursue different KM strategies to best match culture, 
priorities and capabilities. They attempt to derive the best business value from 
their existing knowledge-based assets or try to create new, competitive 
knowledge-related assets where that are required. To achieve this, companies 
tend to pursue one or several of the five basic knowledge-centred strategies (Wiig, 
1995:46): 
• Knowledge strategy as a business strategy – a focus on knowledge creation, 
capture, organisation, renewal, sharing and use to have the best possible 
know
• Intellectual asset management strategy – a focus on knowledge enterprise-
level management of specific intellectual assets such as patents, 
technologies, operational and management practices,
organisational arrangements and other structural knowledge assets. 
• Personal knowledge asset responsibility strategy – a focus on personal 
knowledge responsibility for knowledge-related investments, innovations and 
the competitive state, renewal, effective use and availability to othe
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knowledge assets within the employee’s area of accountability to being able 
to apply the most competitive knowledge to the enterprise’s work. 
• Knowledge creation strategy – a focus on knowledge learning, basic and 
applied research and development and motivation of employees to innovate 
and capture lessons learned to obtain new and better knowledge that will 
ibute knowledge to points of action where 
ss and the inclinations and 
xpertise of their personnel. 
e are currently experiencing a period of major change in the world economy. 
ty, uncertainty and surprises. Some 
nalysts think of it as a period of living in the centre of the “Bermuda Triangle” 
e transformation from the old economy to the a new, knowledge-based 
he recognition that knowledge rather than financial 
apital, land or labour is the major source of continued economic growth, value 
lead to improved competitiveness. 
• Knowledge transfer strategy – a focus on knowledge systematic approaches 
to transfer – obtain, organise, restructure, warehouse or memorise, 
repackage for deployment and distr
it will be used to perform work (Wiig, 1995:47). 
 
Individual organisations focus on different areas to conduct their business. This 
reflects their strengths, the nature of their busine
e
 
2.6. Drivers of Knowledge Management 
 
W
This is characterised by increased complexi
a
(Raich, 2000:34) where individuals and organisations have to deal with the 
increasing turbulence and speed of change. This change is brought about by the 
mega-trends of globalisation, digitalisation (or virtualisation) and transformation to 
a knowledge-based economy. 
  
2.6.1. Knowledge Economy 
 
Th
economy, is driven largely by t
c
and improved standard of living. Tiwana (2001:11) identifies major characteristics 
of the new economy in terms of knowledge centricity, increasing returns, network 
effects, customer loyalty, innovation and products as experiences. Success in the 
new economy requires intimate knowledge of the company customer base. Such 
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knowledge can help business provide tailored products and services and thus 
attract and retain their customer’s loyalty. 
 
2.6.2. Knowledge Organisation 
 
The knowledge organisation can be best viewed as an intelligent complex adaptive 
e system is composed of a large number of 
dividual specialists called intelligent agents, who have multiple and complex 
 knowledge based organisations, the largest part of their workforce is engaged in 
nowledge work differs from other types of work in the nature of knowledge 
system. It is complex because th
in
relationships with the system and environment. It is adaptive because these 
intelligent agents direct and discipline their own performance through organised 
feedback from colleagues and customers. It has been suggested by (Bennet and 
Bennet, 2003:6) that a successful knowledge organisation exhibits the following 
characteristics: high performance, customer-driven, improvement-driven, high 
flexibility and adaptiveness, high levels of expertise and knowledge, high rates of 
learning, innovation and knowledge sharing. 
 
2.6.3. Knowledge Work and Workers 
 
In
knowledge work (Schultze, 2003:49). The economic perspective emphasises how 
k
possessed and produced by workers. Knowledge work assumes the possession of 
mostly abstract, theoretical and esoteric knowledge gained through formal 
knowledge. It also suggests that workers have to produce new knowledge rather 
than just manipulate existing knowledge. Of particular interest for KM is a special 
category of knowledge workers, KM professionals, who make KM in an 
organisation work. Currently, there is a wide range of KM related job titles and 
roles found in organisations, e.g. Chief Knowledge Officer (CKO), Knowledge 
Asset Manager, Knowledge Officer, Web Master, etc. From this range three 
distinct categories can be recognised: Knowledge Manager, Knowledge Engineer 
and Knowledge Scientist (Weidner, 2003:19).  
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2.7. Outcome of Knowledge Management 
he importance of KM for organisational performance has been widely recognised 
re. In general, KM is assumed to 
reate value for organisations from applying their accumulated knowledge to their 
isk minimisation is closely linked to identifying and holding onto the core 
pany has. In most organisations, people have been 
cognised as key holders of valuable information. KM can minimise the risk of 
 today’s complex economy, businesses are constantly confronted with the need 
ive and satisfying increasing 
arket demands. Organisations are under increasing pressure from customers to 
 
T
and acknowledged in the management literatu
c
products and service outputs, thereby ensuring organisational survival and 
advancement. KM can impact organisational performance in a number of different 
ways and can be grouped into three broad categories: risk minimisation, efficiency 
and effective improvement and process and product innovation (Von Krogh et al., 
2000:43) as discussed below. 
 
2.7.1. Risk Minimisation 
 
R
competencies that the com
re
losing valuable knowledge by identifying, locating and capturing what is known by 
individuals and groups of organisational employees that is of critical importance for 
organisational survival. (Frank, 2002:2) offers five tips to reduce knowledge loss: 
do not people leave, mentor and coach, share best practices, share lessons learnt 
and document. KM can also impact people’s learning, adaptability and job 
satisfaction (Becerra-Fernandez et al., 2004:114). For example, KM can facilitate 
employees’ creativity and group effectiveness through formal and informal 
socialisation (Handzic and Chaimungkalanont, 2003:150). Socialisation forms a 
vital component of Nonaka’s (1998) creation model. It enables tacit knowledge to 
be transferred between individuals through shared experiences, space and time.  
 
2.7.2. Efficiency and Effectiveness Improvement 
 
In
to operate more efficiently in order to stay competit
m
deliver solutions and services faster and cheaper. KM can improve organisational 
efficiency by transferring experiences and best practices throughout the 
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organisation in order to avoid unnecessary duplication and to reduce costs. KM 
can also help organisations become more effective by helping them to select and 
perform the most appropriate processes and make the best possible solution. KM 
can help organisations to avoid repeating past mistakes, foresee potential 
problems and reduce the need to modify plans (Becerra-Fernandez, 2004:117).   
 
2.7.3. Process and Product Innovation 
 
There is a growing belief that knowledge can do more than improve efficiency and 
 value-added products and 
nowledge-based products (Becerra-Fernandez, 2004:118). Innovations of 
elow are the different critical factors required in order to effectively deploy a KM 
 KM strategy – A KM strategy is crucial to the success of a KM program 
ledge resources should be addressed. Assessing knowledge resources 
effectiveness. KM can impact process innovations,
k
products, processes and structures have been assessed as a critical component in 
the success of new age organisations. Typically, innovative organisations focus on 
both new knowledge and on knowledge processes. They constantly engage and 
motivate people, creating the overall enabling context for knowledge creation. 
These organisations take a strategic view of knowledge, formulate knowledge 
visions, tear down knowledge barriers, develop new corporate values and trust, 
catalyse and coordinate knowledge creation, develop conversational culture and 
globalise local knowledge (Nanaka and Nishiguchi, 2001:128). The unifying thread 
among various theoretical views is the perception that innovation is the key driver 
of an organisation’s long-term economic success. According to (Von Krogh, 
2000:46), the greatest challenge organisations have is to move in knowledge-
enabling direction by consciously and deliberately addressing KM.  
 
2.8. Critical success factors of Knowledge Management systems 
 
B
system: 
•
(Robertson, 2005:3). Firstly, the creation of understanding of the organisation’s 
know
leads to shaping of a knowledge agenda to achieve sustainable results in 
alignment with the business strategy. The agenda determines how the 
organisation must leverage the knowledge to achieve breakthrough results. 
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Agenda goals may include creating innovative customer experiences, or 
developing new business models through knowledge exchange with business 
partners and customers. A knowledge agenda is critical to achieve desired 
outcomes, mobilizing the organisation and establishing critical performance 
measures (Yu, 1999:4). (Ernst & Young, 1999:2) agrees that it is essential to 
create a blueprint of knowledge within the organisation to enable understanding 
how knowledge can enhance and enable specific processes in the 
organisation. Secondly, the KM strategy needs to articulate the role that 
knowledge will play in value creation. The vision also needs to consider 
resource availability as these conditions the implementation approach (Havens 
and Knapp, 1999:8). Thirdly, the strategy should comprise of a number of 
integrated projects, phased in over time, including quick wins as well as long-
term benefits (Parlby and Taylor, 2000:10). The KM strategy should link to 
business objectives and encompass a vision of short term and long-term 
initiatives and benefits. The authors also state that a KM strategy is executed 
as a process, not a project. Finally, the KM strategy should indicate the risks 
associated with a KM program. Finally, the strategy should identify key 
organisational needs and issues and provide a framework for addressing these 
(Robertson, 2004:7). 
• Linking KM strategy to business strategy – It is critical that the KM strategy 
should be tied to the business strategy. KM should never be implemented as 
an end in itself (Parlby and Taylor, 2000:12). “KM programs succeed when 
knowledge capital is employed to accomplish specific business strategies. We 
are not aware of any successful KM programs not tied to a specific business 
strategy or goal” (PriceWaterhouseCoopers, 1999:7). (Chait, 1999:49) 
indicates the importance of this linkage by indicating that in many ways, 
managing knowledge is no different from managing other aspects of an 
organisation: firstly, there must be a vision that links with the organisation’s 
objectives and strategies, second, people must be aligned with that vision, and 
third, the alignment must be from the top down and all across the organisation. 
(Donaghue et al., 1999:18) indicated that it is critical for a KM program to be 
based on an organisation’s processes and activities to ensure that knowledge 
is optimized to build the critical capabilities of the organisation. Tying the KM 
program to an organisation’s business processes will ensure that the program 
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is oriented towards achieving efficiency improvements within core and enabling 
processes through more effective and efficient use of knowledge, thus assisting 
in achieving the objectives of the business strategy. Business processes are 
tied to the organisation’s business strategy, making them a logical starting point 
for a KM strategy and program and thus ensuring that the KM strategy supports 
the business strategy and does not exist in isolation. 
• Holistic approach to KM – KM is a multi-faceted approach, comprising many 
organisational elements like technology, human resources practices, 
organisational structure and culture (Donaghue et al., 1999:26). (Parlby and 
derstand the philosophy behind the development of a KM 
ontinually briefed 
Taylor, 2000:17) stated that it is essential to align culture, technology, 
infrastructure and measurement. (Jennex and Zakharova, 2005:8) agree with a 
holistic approach. The following are mentioned as critical elements: an effective 
technological infrastructure; integrating the technology infrastructure into 
everyday processes; having an enterprise-wide knowledge structure or 
taxonomy; a KM strategy; KM metrics of success and identification of inhibitors 
of knowledge usage. 
• Training programs – KM training and awareness workshops are essential 
(Jennex and Zakharova, 2005:13; KPMG Consulting, 2000:7). It is very 
important that staff un
programme. They have to have an in-depth understanding of how the 
programme works, as well as in-depth training on the technology based 
system, to enable successful participation in the programme. 
• Top management support and commitment – Top management support is 
essential for successful KM. Leaders have to share a vision on KM and provide 
such a program with ongoing support. Leaders have to be c
on the KM program and what it entails, and how it is going to achieve the 
agreed KM vision, and they have to lead by example (Jennex and Zakharova, 
2005:16). (O’Dell and Grayson, 1999:15) add that in addition to top 
management support, KM champions or sponsors have to be identified 
throughout the organisation to be evangelists and role models within the 
program. (PricewaterhouseCoopers, 1999a:8) is of the opinion that the higher 
the level of sponsorship, the greater the chances of success for the program. 
The personnel function should focus on top management to encourage 
processes that will promote cross-boundary learning and sharing. This includes 
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helping to set up and possibly, fund knowledge networks, as well as defining 
and developing the skills of learning from other people (Mayo, 1998:35). 
Organisations that have achieved the greatest success in KM are those that 
have appointed a senior-level executive to assume the mantle of full-time chief 
knowledge officer (Gopal and Gagnon, 1995:2). 
• Business Process Reengineering – The process of “reengineering” involves 
the breaking of old, traditional ways of doing business and finding new and 
innovative ways, and from the redesigned processes, new rules emerge that 
an be formed as scientific committees, communities of 
luctance 
determine how the processes will operate (Hammer, 1990:110). Considering 
BPR definition, usually the processes in the organisation have not been well 
designed. In this way, it is necessary to review the available processes in the 
organisation for possible changes in order to adopt KM efforts successfully. 
BPR helps the organisation decentralise and define a value-oriented structure 
in a systematic way; in that case KM system can be implemented correctly in 
the organisation.  
• Network of experts – For developing knowledge in the organisation, there 
should be some networks for facilitating share of knowledge between experts. 
These networks c
practice, knowledge teams and knowledge centres (Forbes, 1997:28). 
• Knowledge sharing – According to Mayo (1998:36), the ability to share 
knowledge and collaborate are all too often missing in our organisations. 
Efforts to deploy KM group-ware are frequently met with employee re
to share their expertise (Cole-Gomolski, 1997:6). The likely reason for this is 
that employees are competitive by nature and may be more inclined to hoard 
than share the knowledge they possess. On the other hand, a better process of 
sharing knowledge benefits the organisation. A study done by (Ostro, 1997:61) 
found that the main reason why knowledge was not being shared was that 
employees did not realise their experiences would be valuable to others. 
(Mayo, 1998:37) states that recruiters should look for capabilities to share 
knowledge with new employees, as well as assessing what new knowledge 
they can bring to an organisation. Part of the introduction process for recruiters 
should involve capturing their knowledge and experience. Although most new 
employees bring useful specialist experience with them, few people tap this 
rich reservoir of information. Meanwhile, the introduction should also be about 
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passing on the experience of predecessors to new employees. (Mayo, 
1998:38) states that: “When people leave the organisation, the HR department 
ask for their company car keys and so on. Why not conduct a recruitment 
interview in reverse to retrieve information?” He also points out that there is an 
unwillingness to trust employees with information. A favourite excuse given by 
organisations that withhold information is one of “commercial sensitivity”, which 
reflects an unwillingness to trust employees with information. Salary surveys 
are a good example of this.   
• Organisational culture – Organisational culture can de defined as “Routinized 
ways of doing things that people accept and live by. Organisations have norms 
and values that influence how members conduct themselves. These norms 
may prevent members from applying a maximum effort or may encourage them 
to do so (Blake and Mouton, 1985:83)”. (Schneider, 2000:46) states that 
organisational culture can be more simply defined as the character or the 
personality of an organisation and are often described as “the way things are 
done in an organisation”. The political and cultural surroundings are known 
from the analysis of knowledge culture because effective KM cannot take place 
without extensive behavioural, cultural and organisational change (Davenport 
and Prusak, 1998:91). This especially aims at creating an environment where 
knowledge sharing is encouraged. This arrangement clearly points out the 
interest of the management in culture openness and knowledge creation, 
especially regarding innovation and the company has been successful with 
this. Since most knowledge processes are on a more or less voluntary basis 
and knowledge is to a large degree personal, there should be a culture of 
motivation, a sense of belonging, empowerment, trust and respect within an 
organisation before people really start engaging themselves in developing, 
sharing and using knowledge. The biggest challenge for KM is not a technical 
one – it can be integrated into a number of IT systems – but a cultural one 
(Forbes, 1997:28). It is the difficult task of overcoming cultural barriers, 
especially the sentiment that holding information is more valuable than sharing 
it (Warren, 1999:9). This is supported by Hadley Reynolds, at Delphi Group, in 
Boston, who released a study demonstrating that corporate culture was cited 
by 53 per cent of the respondents as being the biggest to deploying KM 
applications (Cole-Gomolski, 1997:6). In another study (People Management, 
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1998:38), culture was seen by 80 per cent of those surveyed as the biggest 
obstacle in creating a knowledge-based organisation.    
• Pilot – In an ideal situation, instead of implementing the project immediately 
across the whole organisation, a pilot implementation should be carried out, 
during which it should be possible to learn from the processes and to avoid the 
owledge of the 
e, KM opportunities, deficiencies, gaps and problem areas 
 of the business model 
avenport et al., 2003:47) are of the opinion that incentives and 
pitfalls encountered when extending the implementation process across the 
whole organisation. Also the implementation phase should include a feedback 
process for amendments. KM systems should be executed in a pilot at first 
stage for taking the best results (Parlby and Taylor, 2000:19). 
• Knowledge storage – Saving the knowledge of the organisation (tacit and 
explicit) is one of the most important elements of a KM system. Skill databases, 
expertise database and storage of tacit and explicit kn
organisation are as important as the other factors of KM systems. If an 
organisation cannot capture and store its knowledge truly, the most important 
property of the organisation (knowledge) may be easily missed (Cole-
Gomolski, 1997:7). 
• Knowledge audit – Knowledge auditing is defined as a survey measuring 
knowledge re-use and communication, cultural receptiveness to KM and 
valuing of knowledg
and is very important in KM systems (Forbes, 1997:29). 
• Knowledge architecture – An organisational architecture can be defined as a 
complex, multi-dimensional construct expressing principles that guide how the 
organisation is to be designed, that is, how the elements
are actually organised and executed (Babski and Carion, 2003:28). Knowledge 
architecture can also be defined as a logically set of principles and standards 
which guide the engineering (high level design, detailed design, selection, 
construction, implementation, support and management) of an organisation’s 
KM system infrastructure. Companies which are to design their KM system 
should be really sensitive to construct their knowledge architecture correctly 
and robustly. 
• Incentives – Rewards and incentives are crucial to the success of KM (Jennex 
and Zakharova, 2005:17). It creates a climate of co-operation, learning and 
innovation. (D
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rewards create and support positive behaviors required for KM. (Parlby and 
Taylor, 2000:18) suggest that knowledge creation, sharing, harvesting and 
leveraging can be encouraged by tying it to job evaluations and performance 
measurement. In general, recognition for participation is essential. Some 
organisations are wary of monetary rewards, and rather embed KM activities as 
a cultural norm that has its own intrinsic value. Many organisations a culture of 
knowledge hoarding, or ‘‘knowledge is power’’ prevails. The reward and 
incentive system for KM should consist of push and pull rewards, e.g. 
rewarding people as part of their performance appraisals according to 
participation in the program (push) and incentivising people to use the 
knowledge base to provide a platform for their innovative ideas, i.e. providing 
them and their ideas with visibility in the organisation (pull). The personal 
reward system must support the culture of sharing knowledge (Keeler, 2000:9). 
To improve this process it is crucial to reward employees that contribute their 
expertise and to make sure employees understand the benefits of KM (Cole-
Gomolski, 1997:6). The organisation should ask themselves the following 
questions: 
• Are the employees receiving signals that encourage the process of 
sharing knowledge? 
• What criteria are used for promoting staff? 
voided if it had been known 
 
us  organisation, from people 
ho are not on the incentive systems and probably respond much more readily to 
 
• Are instances in which the business has benefited from sharing learning 
publicly celebrated? 
• Are mistakes made that could have been a
that similar errors had happened in the past? 
A problem with many reward systems and incentives for sharing knowledge is that 
eful knowledge comes from relatively low down in the
w
the feeling that they belong to highly motivated, leading edge, innovative groups of 
people. This probably means in the end that the pivotal role is played by culture; 
by an unquestioned, even unconscious, code that encourages knowledge sharing 
and co-operative behaviour (The Banker, 1997). 
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2.9. Influence of KM on competitiveness and innovation 
 
The influence of KM on management decisions effectiveness should be 
onsidered to support and also provide insight into how knowledge workers can 
must consider that 
nowledge is not a simple and unique entity. The commitment to generate new 
that 
hould be used to obtain adequate profits. Therefore, this capital should be 
owledge development? 
f their knowledge 
t affect personal development. 
c
contribute to obtain better results. However, management 
k
discoveries and a more demanding understanding is not enough. The 
organisations need to look for the knowledge that is able to add value. Value 
adding knowledge is very different to an information-mix. This mix is important, but 
first it is necessary to find out how the markets perceive the presence of value 
(Twining, 1991:47). These considerations can be taken as a guideline for KM. 
 
There are perhaps an unlimited number of factors that can define management 
attitudes regarding the role of intellectual capital into organisations’ life. Some 
managers evaluate significantly this capital as a very important resource 
s
constantly improved (Eagly and Chaiken, 1993:8). As can be seen in Figure 2.4,  a 
conceptual model of KM is proposed. It emphasises that innovation and 
competitiveness can be a function of the KM. This model takes into account 
numerous determinant factors of the relationships among various fields. The top 
portion of the model shows the most common factors that usually define 
management’s attitudes and deals with the following questions: 
• How important is intellectual capital? 
• How does management evaluate knowledge development? 
• Is training of the important aspects to be planned? 
• Is knowledge considered as a strategic tool? 
• Are managers prepared to motivate kn
• Are managers able to stimulate the potential capacities o
workers? 
 
KM has to deal with two domains (Eagly and Chaiken, 1993:11): 
1. Personal characteristics of each knowledge worker; and 
2. Factors tha
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The most common factors that affect initially the personal characteristics of  
, innovation and 
 important factor for 
tes also to define the personality. 
nsified, because they should impel knowledge workers 
 increase their knowledge levels. This movement will be decisive in terms of 
knowledge worker are education level, attitudes and values
creativity (Eagly and Chaiken, 1993:12). Innovation is an
supporting innovative efforts and it contribu
However, it is not enough to desire new products or new processes. In fact, an 
innovation that an enterprise presents into the market may be also due to the 
creativity of its knowledge workers. Personal development is directly related to 
professional experience. Any personal experience may be an information source 
and a learning situation. As a result from a personal or a managerial decision, 
training courses may contribute to reawaken previously acquired knowledge and to 
facilitate the access to a higher knowledge level. The development of each 
knowledge worker has its own dynamics, which is related with personal objectives. 
The more demanding the objectives are, the more the learning efforts should be 
intensified. Nowadays, learning processes and knowledge updating procedures 
depend on information technology. Moreover, it has a decisive role on knowledge 
development because competitive advantage can only be maintained by the use of 
information for innovation (Huffman et al., 1990:356). Managers have to decide 
whether they want to obtain better results from their knowledge workers or they 
prefer to lose the creative power that they possess in their minds and their 
professional experience.  
 
Managers’ attention must be focused on personal development. To obtain an 
effective knowledge level, investment in knowledge development is needed. 
Motivations should be inte
to
innovation and can contribute to a stronger competitiveness. The technical 
capacities of a modern information technology will help this motivational scheme. 
Companies have to find ways to reach knowledge workers’ involvement. Adding 
IT, creativity and knowledge leads to a particularly potent combination. The 
conceptual model listed below intends to interpret the relationship between KM, 
innovation and competitiveness. It will contribute to an integrated understanding of 
the knowledge development process and its influences into the domains where 
management efforts should be focused (Allen et al., 1992:495). 
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Source: Carneiro (2000:28) 
ccording to (Skyrme and Amidon, 1997:29), the potential benefits of KM are as 
llows: 
dvantage of an organisation; 
 Immediate results in solving organisation-wide problems; 
• Improved organisational productivity in delivering services to clients; 
 
 
2.10. Benefits of Knowledge Management 
 
A
fo
• Improved ability to sustain competitive a
•
 
Figure 2.4: Influence of KM on innovation and competitiveness 
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• Development and constant improvement of competitive long-range service 
and technology strategies; 
rough              
he organisation; 
lations – better client interaction; 
loyee retention; 
pportunities for 
 solving emerging 
es; 
ledge flow; 
 
trative processes. 
rts at developing KM frameworks to 
he variety of 
xisting KM frameworks, some form of categorisation or grouping is required. One 
odels or ontologies. 
• Improvements in the quality of an organisation’s work force, th
capacity building and upskilling; 
• Stimulation and motivation of employees; 
• Formalised knowledge transfer system can be established (best practices, 
lessons learned); 
• Improved capture and use of knowledge from sources outside the 
organisation; 
• Improved integration of knowledge within t
• Better on-the-job training of employees; 
• Enhanced client re
• Development of culture for organisational growth and success; 
• Improved emp
• Enhanced business development and the creation of o
organisations;  
• Enhancing performance and productivity by
organisational problems; 
• Fostering innovation and servic
• Enabling identification of knowledge gaps; 
• Identifying know
• Identifying knowledge assets; 
• Improving efficiency; 
• Sharing knowledge with clients; and
• Enhanced and streamlined internal adminis
 
2.11. Knowledge Management Frameworks 
 
There have been a number of recent effo
better understand KM phenomena. In order to make sense of t
e
way to group them is into partial and integrated m
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2.11.1. Partial KM Frameworks  
 
Partial KM frameworks encompass a broad range of issues, methods and theories 
that differ in scope and focus. Some are knowledge oriented, like the intellectual 
apital models of (McAdam and McCreedy, 1999:92) and the economic school in 
of types and perspectives elaborated in 
lavi and Leidner’s, 2001:125) review also fits this category. Knowledge-oriented 
isational knowledge creation as a process involving a 
ontinual interplay between explicit and tacit dimensions of knowledge. Four levels 
 
c
(Earl’s, 2001:217) taxonomy. The list 
(A
models are well known in the business environment. The HR literature relies 
heavily on this grouping of KM models and frameworks. From this perspective, KM 
focuses on hiring, retaining, training of personnel, and organisational knowledge is 
often defined as the sum of the knowledge of its personnel. However, in the 
broader sense of KM, this is just one aspect that would be included in an 
integrated approach. 
 
Other models, like Nonaka’s knowledge spiral and Earl’s behavioural school are 
process oriented. Process oriented frameworks are perhaps the most frequently 
quoted and used category in the KM literature. The knowledge creation spiral of 
Nonaka views organ
c
of carriers of knowledge in the organisation area are assumed, namely individual, 
group, organisational and inter-organisational. The spiral model describes a 
dynamic process in which explicit and tacit knowledge are exchanged and 
transformed through four modes: socialisation, combination, externalisation and 
internalisation. Much KM work within the field of Information Systems makes the 
distinction between knowledge as an object that can be stored in a computerised 
system and knowledge embedded in people. This group of models or frameworks 
address issues of complexity and change in areas of organisational culture and 
learning, change and risk management and the support of communities of 
practice. Frameworks in this KM grouping also emphasise the dependence of 
knowledge on context. 
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2.11.2. Integrated KM Frameworks 
 
There have been a number of attempts to bring together this diversity of partial 
pproaches and propose more comprehensive and integrated frameworks in order 
 provide holistic views and common ground for KM research and improve 
ethods for KM practice (Handzic and Hasan, 2003:21). The KM framework is an 
es various components involved 
 the conduct of KM and their relationships. This framework is used as a basis for 
f knowledge stocks (e.g. explicit and tacit, 
now what and how). The model also suggests that organisational environment 
rs KM as a complex multidimensional concept that 
cludes three essential and inter-related components: knowledge stocks, 
a
to
m
extended version of the original model. It illustrat
in
examining the role of technology in KM. 
 
The core KM model suggests two types of organisational factors: organisational 
environment (e.g. leadership, culture, structure, etc) and technological 
infrastructure (e.g. information and telecommunication technologies) as major 
enablers that facilitate knowledge processes (e.g. creation, transfer, and 
utilisation) and foster the development o
k
governs the choice and implementation of the technological infrastructure that 
supports knowledge processes. Finally, the core model incorporates a feedback 
loop to suggest the need for continuous knowledge measurement and potential 
adjustment of strategies over time. The extended KM model includes two 
additional components: KM drivers and outcomes. This model suggests that 
various KM drivers (e.g. changes in external environment) trigger KM initiatives 
(i.e. specific configurations of knowledge processes and enablers that act upon 
knowledge stocks) that in turn, lead to various KM outcomes (e.g. improved 
performance, innovation).  
 
The Handzic framework synthesises human and object perspectives of knowledge 
by adopting a two-dimensional model of organisational knowledge, with explicit 
and tacit know-what and know-how dimensions. This model adapts and extends 
the original work done by Polanyi (1966) and Nonaka (1998). The integrated 
framework further conside
in
processes and enablers. In this way, it provides a missing link between different 
partial perspectives. Further, it recognises KM as both a social and technological 
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phenomenon, a view strongly emphasised in the opinions of KM academics and 
practitioners in a survey (Edwards et al., 2003:50). Finally, it suggests the 
evolutionary and context dependent nature of KM, which is consistent with the 
view that the main objective of KM is to help the organisation realise the best value 
from its knowledge assets (Bollinger and Smith, 2001:13). 
 
2.12. The role of technology in Knowledge Management 
 
Two distinct factions exist in the KM world. In one camp are those who maintain 
that organisational behavior and individual socialization determine how much 
knowledge passes between individuals. They generally believe that technology is 
ot the answer, but rather a distraction from issues such as change management, 
um are information 
chnology evangelists, who focus on technology as the solution to the KM 
stems, 
llowed by an analysis of some of the specific technologies available for 
e knows where to go to find the organisation’s 
knowledge, saving people time and effort; 
n
culture and leadership. At the other end of the spectr
te
question (Offsey, 1997:115). Most case studies to date, however, have shown that 
a successful KM programme requires a change in organisational behavior and in 
technology infrastructure. Technology is not the solution to an organisation’s KM 
needs, but it is clearly required to enable the organisation’s KM processes. 
 
2.13. Knowledge Management Systems 
 
An organisation’s KM system is the collection of information technologies used to 
collect, organise, transfer and distribute knowledge among employees (Offsey, 
1997:115). This section addresses some of the characteristics of these sy
fo
constructing a KM system. 
 
2.13.1. Benefits of a Knowledge Management system 
 
Creating an enterprise-wide KM system is not a simple task.  
However, the benefits of a well-designed system are immense (Offsey, 1997:116): 
• Awareness – Everyon
 
 
Chapter 2 
 
Page 35 
• Accessibility – All individuals can use the organisation’s combined knowledge 
 Open and Distributed – By definition, a KM system unifies existing knowledge 
 (APIs) enable 
integration among systems such as groupware, e-mail, document management 
xible enough to meet the evolving needs of the 
PIs 
and experience in the context of their own roles; 
• Availability – Knowledge is usable wherever it is needed – from the home 
office, on the road or at the customer’s side. This increases responsiveness to 
customers, partners and co-workers; 
• Timeliness – Knowledge is available whenever it is needed, eliminating time 
wasting distribution of information. 
 
2.13.2. Key features of a Knowledge Management system 
 
Although individual KM systems are as different as each individual organisation, 
they share many basic features. 
•
silos. Standard protocols and application programming interfaces
and directory services. In a unifying system, organisations must ensure that the 
information architecture is fle
enterprise. KM systems must also be able to be distributed over various host 
computers and physical locations (Offsey, 1997:116). The system should allow 
system administration from any location by using HTML, Java applets or 
ActiveX controls that are accessible through any compatible web browser. 
• Customizable – All organisations – and large organisations in particular – 
require an extremely customizable KM system. The system should supply user 
interfaces in the form of templates so users can easily customize them using 
tools such as HTML and JavaScript. A robust KM system should allow easy 
integration of existing and new applications. It must include documented A
and software development kits (SDKs) that allow the organisation to link 
systems (Offsey, 1997:116). For example, a system administrator who links a 
monitoring system to a technical documentation repository can push the 
appropriate technical documentation directly to a repair technician when the 
monitoring system senses that a system is malfunctioning. 
• Measurable – Measurement is a critical aspect of any KM effort to strike the 
right balance between organisational and technological changes. Only by 
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quantifying and processing the results can organisations determine if their 
systems are having the desired effect. A KM system includes tools that allow 
managers to measure and verify usage to get a clear picture of how the system 
re 
ng products to quickly gain mindshare and 
arket share in a potentially enormous market. But computer applications have 
ills all the criteria 
quired of a KM system, because KM is not solely about technology (Offsey, 
However, most large organisations quickly reach a point where so much 
is being used, locate performance bottlenecks and, most importantly, use the 
data to improve the transfer of organisational knowledge (Offsey, 1997:116). 
• Secure – Traditional applications usually require administrators to grant access 
to those who need particular information. But KM applications focus on 
maximizing access and therefore are more likely to require administrators to 
prohibit access to specific content areas. However, this does not mean that KM 
systems do not have security. A KM system needs to provide secu
repositories and preserve security models present in existing knowledge silos 
where appropriate, while allowing access across the organisation to those who 
need it (Offsey, 1997:116). Creating and managing the enterprise security 
architecture is a complex problem. However, new standards such as 
Lightweight Directory Access Protocol (LDAP) aim to unify disparate systems 
and simplify their management. Using LDAP allows the KM system to access 
user rights and information, without requiring administrators to recreate and 
maintain user directories within the KM system as well as each of the existing 
knowledge silos. 
 
2.14. Technologies for enabling Knowledge Management  
 
Vendors of information-oriented products are rushing to introduce new KM 
products and are re-labeling their existi
m
addressed aspects of KM for years. No single technology f
re
1997:117). It is a multi-disciplinary field that draws on aspects of information 
science, interpersonal communications, organisational learning, cognitive science, 
motivation, training, publishing and business process analysis.  
• Intranets – Intranets have sprung up across corporations at a rate that 
challenges any previous introduction of new technology. They are ideal 
environments for sharing information that is both dynamic and richly linked. 
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information exists on the intranet that it begins to suffer the same problems that 
exist on the World Wide Web; no one knows where everything is, so no one 
he process of document creation, processing and review. Some 
can quickly find what he or she is looking for (Offsey, 1997:117). Although 
some evangelists profess that all of an organisation’s knowledge should be 
transferred to the intranet, many others take a modified view. The intranet can 
be broken down into two distinct areas: the technology infrastructure (IP 
networks, universal web browser, thin client and the HTML format), and the 
web server as a content repository. These recent changes – the web browser 
and the web server being the most visible – have enabled greater access to 
information for broader groups of knowledge workers and increased the speed 
of integration for application developers. Allowing users to access all corporate 
knowledge through a web browser is not equivalent to forcing all knowledge 
assets onto the web server. Applications, specialised repositories and various 
other knowledge silos will always exist because they have capabilities that are 
distinct from those of a generalized KM system. Web sites are best used for 
hosting and managing content that is constantly changing and linked in a 
complex manner. But to the organisation as a whole, each intranet site is just 
another type of knowledge silo, the content of which must be integrated in the 
organisation’s KM system along with the other silos that exist across the 
enterprise. 
• Document Management Systems – Document management systems are 
repositories of important corporate documents and are therefore important 
stores of explicit knowledge. They are also valuable tools for creating and 
processing complex documents, such as new drug applications in 
pharmaceutical companies. Document management systems excel at 
controlling t
companies are approaching enterprise KM based on document management. 
However, many have found that the bulk of knowledge workers resist using 
highly structured document management processes for their entire document 
creation and management tasks. Most users do not participate directly in 
complex document creation and rarely make an investment in learning how to 
use them. Therefore, document management systems are important 
knowledge silos that must be integrated into the corporate knowledge 
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infrastructure, but are not used by most organisations as the basis for a 
complete KM system (Offsey, 1997:117). 
• Information Retrieval Engines – Information retrieval technology, whether in 
the form of corporate text repositories or intranet search facilities, exists in 
many organisations as a knowledge silo containing legacy information. 
Information retrieval vendors concerned with satisfying the needs of information 
seekers have added features such as relevancy ranking, natural language 
tion and a KM system must provide meaningful access by supporting 
querying, summarization and others to increase the speed and precision of 
finding information. Some have even repackaged their existing products as KM 
technology without expanding their functionality beyond searching. Yet to 
search is not in itself a KM application, but rather a function within such an 
application. Specialised repositories will continue to exist, but will evolve into 
more complex applications and not just search-enabled text repositories 
(Offsey, 1997:118). Text repositories can be better integrated into the 
enterprise KM system when they adhere to open standards, such as SGML. 
Proprietary APIs work to isolate the knowledge contained in the text repository 
from the KM system, usually resulting in the loss of knowledge about the 
knowledge. Often this metadata is more important than the original knowledge 
itself.  
• Relational and Object Databases – Most of an organisation’s knowledge is 
not contained in relational tables, but in documents, email, discussion 
databases and other primarily textual stores. However, Relational Database 
Management Systems (RDBMS) are the primary containers of data in the 
corpora
standard protocols such as Open Database Connectivity (ODBC) and 
Structured Query Language (SQL). Relational database and object-oriented 
database technologies are also increasingly expected to support critical 
knowledge-based applications. Most companies have made large investments 
in databases across the enterprise and have trained staff on installation, 
maintenance, back up and recovery. Therefore, RDBMS are not only important 
knowledge silos, but also important platforms on which organisations can build 
knowledge applications (Offsey, 1997:118). Enterprise applications, whether a 
financial system or a KM system, should make use of the robustness, reliability 
and scalability of RDBMS. To make use of the organisation’s database-specific 
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investments in technology and training, enterprise applications should apply 
industry standards such as Structured Query Language and Open Database 
Connectivity so that customers can access information from the RDBMS. 
Object databases and object-relational databases are gaining footholds in 
specialised areas of some organisations. These technologies offer increased 
flexibility for storing and manipulating complex data types such as binary 
executables, images, sound and video. Object technology is well positioned to 
become the foundation of future KM systems; however, most corporations lack 
the familiarity, experience and confidence to base their current business-critical 
KM activities on them. Therefore, KM systems have to be open enough to 
integrate object-relational databases when and if the organisation decides to 
use them. 
• Electronic Publishing Systems – With the advent of the Internet, intranets, 
extranets, CD-ROM/DVD-ROM and other new delivery systems, the 
management and distribution of corporate knowledge has become much more 
complex. Leading organisations are integrating enterprise-level electronic 
publishing systems with their knowledge silos and will likely do so in the future 
with their KM systems. Integrating publishing capabilities with a KM system 
allows users to present information in a consistent format regardless of its 
source, author or location. As a device-independent markup language for 
content, HTML is critical to KM applications. It provides the richness of 
presentation and structure of the original content but allows access through 
standard web browsers. Ultimately, the web will evolve richer versions of 
SGML, which has its roots in traditional publishing, such as the proposed XML 
(eXtended Markup Language) standard, which adds information about the 
structure of the content to the formatting information present in HTML. This 
metadata, or the knowledge of the structure of the content, is often more 
valuable than the content itself. To unleash the power of publishing 
management systems to deliver targeted, styled and branded content, KM 
systems must preserve the original presentation and the original structure of 
the information (Offsey, 1997:119). 
• Groupware and Workflow Systems – Organisations use groupware systems 
when users in workgroups or departments need to communicate and 
collaborate. Groupware allows formal and ad hoc conversations when the 
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participants can not communicate in real time. This makes groupware an 
important technology for enhancing the exchange of tacit information. However, 
ntent. Content push is a dynamic form of 
t design and 
just like other applications, groupware databases become knowledge silos that 
must be integrated into the enterprise knowledge architecture. Knowledge 
transfer processes often occur on an ad hoc basis when the need for specific 
knowledge arises somewhere in the organisation, but organisations also have 
a large number of formalized processes that regulate the flow of information 
(Offsey, 1997:119). Workflow systems enable users to codify knowledge 
transfers when they require a more rigid method of dissemination, e.g. proposal 
generation often requires the proposal writer to collect prior knowledge assets, 
create new information and gain approval on the entire product. This process 
requires structured and ordered information preparation and review, which is 
what a workflow system does best. 
• Push Technologies and Agents – Technologies that automate the transfer of 
information to end-users have received considerable attention recently. 
Although e-mail served this purpose for over a decade, new web-based 
technologies have added better presentation, real-time updates, and the ability 
to push applications as well as co
electronic publishing and is therefore an important feature of a KM system 
(Offsey, 1997:120). Agents are a specialised form of push technology. Agents 
are controlled by end-users who can specify the type of knowledge they want 
to receive. Agent capabilities are extremely valuable in knowledge intensive 
environments, where knowledge workers do not have the time to continually 
monitor discreet information resources. KM systems should provide the means 
for users to easily capture the particular kinds of knowledge assets they need 
to monitor without requiring them to learn complex search syntax. 
• Help-desk Applications – Many organisations use help-desk technology to 
respond to both internal and external requests for information. However, the 
knowledge accumulated in help-desk systems can have much broader 
applications than answering specific questions (Offsey, 1997:120). For 
example, service request logs are valuable tools to assist in produc
improving services. To tap this potentially valuable information, companies will 
want to integrate their help-desk applications into the KM system. 
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ld not try to 
 business 
eful because management is taking into 
ccount the value of intelligent systems and intelligent agents. Over the past 
en an awakening of awareness that the organisations need to 
anage properly its intellectual capital and its technical tools in the information 
• Brainstorming Applications – Brainstorming tools help inspire creative 
thinking and convert tacit understanding into explicit knowledge. These end-
user applications help categorize, organise and identify knowledge resources 
and are therefore useful knowledge creation tools. While it shou
replicate their functionality, an organisation’s KM system must provide an easy 
way for users or these applications to identify; capture and share the results of 
these activities with others across the enterprise (Offsey, 1997:120). 
• Data Warehouse and Data Mining Tools – Organisations are creating data 
warehouses and arming their business managers with data mining tools to 
optimize existing information assets and discover new relationships between 
customers, suppliers and internal processes. Used primarily by
managers, leading organisations are now broadening their use, since everyone 
in a knowledge-based organisation needs to make decisions based on 
increasingly complex sets of data. KM systems must provide meaningful 
access to data warehouses by supporting standard protocols such as Open 
Database Connectivity and Structured Query Language (Offsey, 1997:120). 
KM systems also need to provide a way to describe and provide access to 
common reports so that users not intimately familiar with data mining tools and 
techniques can find and access current reports on subject areas they are 
investigating. 
 
2.15. Conclusion 
 
KM is becoming progressively more us
a
decade, there has be
m
domain, that is, persons and information. KM can be seen as a methodology for 
creating, maintaining and exploiting all the possibilities of the huge set of 
knowledge that each organisation uses in its activities. 
 
The chapter to follow (Chapter three) will provide a discussion around the 
interesting world of Outsourcing.  
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CHAPTER 3 
OVERVIEW OF OUTSOURCING
 
 
 
3.1. Introduction 
 
One of the key issues to have emerged for many organisations has been the 
growing importance of outsourcing. The potential for outsourcing has moved on 
from those activities that are normally regarded as of peripheral concern to the 
organisation such as cleaning, catering and security, to include critical areas of 
activity such as design, manufacture, marketing, distribution and information 
systems with almost the entire value chain open to the use of outside supply 
(Jennings, 1997:92).  
 
Within organisations, the outsourcing decision is been given more consideration 
because of its strategic implications. Outsourcing is a widely accepted business 
tool for achieving business goals. (Williamson, 1981:1541) explained that 
companies outsource when cost of in-house activities are higher than buying 
products and services on market. The outsourcing decision can often be a major 
determinant of profitability making a significant contribution to the financial health 
of the company (Yoon and Naadimuthu, 1994:63). However, there is evidence to 
suggest that organisations are not achieving the desired benefits from outsourcing.  
A survey carried out by (PA Consulting Group, 1996:88) found that only 5 per cent 
of companies surveyed had achieved high levels of benefits from outsourcing. 
Research carried out by (Lonsdale and Cox, 1997:34) has revealed that 
outsourcing decisions are rarely taken within a thoroughly strategic perspective, 
with many organisations adopting a short-term perspective and being motivated 
primarily by the search for short-term cost reductions. In fact, outsourcing 
decisions are made most frequently by default, with little consideration for the long-
run competitiveness of the organisation.  
 
This chapter will discuss the definition of outsourcing, moving from traditional to 
transformational outsourcing and the different theories of outsourcing. The chapter 
will also focus on what the critical success factors and motivation for outsourcing 
 
 
Chapter 3 
are. Also discussed are the drivers, some of the obstacles and problems 
associated with outsourcing. Mention is made of the prescriptive models of 
outsourcing as well as the strategy for outsourcing. Lastly, the determinants of 
organisational adoption and the stages of the outsourcing framework are 
discussed in depth. 
 
3.2. What is outsourcing 
 
Outsourcing is defined by (Chase et al., 2004:372) as an “act of moving some of 
the organisation’s internal activities and decision responsibilities to outside 
providers”. (Lankford and Parsa, 1999:312) similarly state “outsourcing is defined 
as the procurement of products or services from sources that are external to the 
organisation”. These and other definitions define the basic outsourcing decision 
situation as being one reallocating production (both service and/or manufacturing 
capacity) from one location to another. The basic idea of outsourcing is not a new 
concept according to (Russell and Taylor, 2003:279), but is the practice of 
subcontracting production activities. Even the type of decision that outsourcing 
represents is the same classic “buy-or-make” decision on products, processes and 
facilities that companies have been making for many decades (Russell and Taylor, 
2003:126). In an increasingly globalized society, companies are under constant 
pressure to reduce costs and improve their business performance. Outsourcing 
which began in the early 1960’s as a regional phenomenon went global in the last 
decades (Jones et al., 2004:307). The concept of outsourcing represents a result-
oriented relationship with an external service provide for activities traditionally 
performed within the company. Along with traditional outsourcing based on 
business tactics to reduce costs and to improve company’s efficiency and 
flexibility, there is transformational outsourcing, which focuses on innovation and 
business improvements.  
 
According to (Greaver, 1998:213; Robinson and Kalakota, 2003:149), outsourcing 
occurs when a company uses an outside organisation to provide a necessary 
business function that might otherwise be done in-house. It is a strategic 
management tool for transferring part of the business process to another 
company. The concept is to have the management and/or day-to-day execution of 
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one or more business functions performed by a third party service provider, who is 
insourcing, those same processes. Its aim is predominantly to make a company 
more competitive by enabling it to stay focused on core competencies. It is 
different from subcontracting because it is provided on an ongoing basis, rather 
than for a specific project. It can be provided on or off the premises, and in the 
same country or in a specific country (offshore outsourcing). 
 
3.3. Moving from traditional to transformation outsourcing 
 
Businesses are facing continual change and reducing cost is no longer the only 
reason to consider outsourcing. By using outsourcing, companies can avoid 
different pressures from the environment and benefit on speed, agility and 
product/services evolution. Doing everything in-house might be comfortable, but it 
not also efficient. Outsourcing is a convenient tool, and when exploited reasonably 
it can become a key enabler for change, irrespective of whether the change is 
radical or incremental. Review of existing literature, done by (Momme, 2001:184) 
indicates different sourcing strategies: make or buy, outsourcing, in-sourcing and 
strategic sourcing. The most common types of outsourcing are traditional and 
transformational or strategic outsourcing. In general, there exist three main 
clusters of reasons driving the outsourcing decision – reducing costs, improved 
operational performance and developing competencies. The range of outsourcing 
arrangements has evolved to match these needs. The value added by outsourcing 
is significantly different in each case and the relationship and governance issues 
are substantially different. Traditional outsourcing is tactical, focused on 
operational level, its main reason is to cutting costs, and it is focus on non-core 
activities. Contrariwise is transformational outsourcing more strategically oriented, 
its main reasons are to create value, develop capabilities and manage uncertainty 
(CapGemini, 2004:6). When partnerships proceeds from traditional to 
transformational outsourcing, it relates to deepening partnership, increasing range 
of skills, and has more fundamental and significant business impact. Traditional 
outsourcing (conventional or tactical outsourcing) is mainly about doing the same 
tasks but doing them better, faster and cheaper, while transformational 
outsourcing is about helping to create a new business model and a new 
management approach. The outsourcer achieves this through economies of scale, 
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spreading resources and assets, and by applying best practice tools and 
processes. 
 
3.4. Different theories of outsourcing  
 
Researchers have attempted to model and analyse the factors considered in the 
decision-making process by using a variety of management and organisational 
theories. (Hancox and Hackney, 2000:230) investigated 11 theories in identifying 
critical success factors for IT outsourcing. Among these theories, several have 
been intensively explored in the context of outsourcing, including: 
• Transaction cost theory – The most commonly used is the transaction 
cost theory and the concept is that the costs of a transaction determine 
what structure is more effective – market or hierarchy. The company should 
choose the transactional mechanism which is most cost-effective. Basic 
factors causing transactional difficulties include bounded rationality, 
opportunistic behaviour, small numbers bargaining and information 
asymmetry (McIvor, 2005:48). These transaction difficulties and associated 
costs increase when transactions are characterised by specific resources, 
uncertainty and infrequency. Drawing on transaction cost theory, the 
sourcing decision is often seen as a rational decision made by 
organisations that have considered transaction related factors such as 
asset specificity, environmental uncertainty and other types of transaction 
costs (Ang and Straub, 1998:251). Whenever an activity is conducted under 
conditions of high uncertainty, or whenever an activity requires specific 
assets, transaction costs, the costs of writing, monitoring and enforcing 
contracts are likely to be high. When transaction costs are high, outsourcing 
is deemed to be relatively inefficient compared to with internal, hierarchical 
administration. 
• Core competencies theory – Core competencies theory suggests 
activities should be performed either in house or by suppliers. Activities, 
which are not core competencies, should be considered for outsourcing 
with best-in-the-world suppliers. Some non-core activities may have to be 
retained in house if they are part of a defensive posture to protect 
competitive advantage. Although some authors indicate characteristics of 
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core competencies, most of the literature on this subject seems tautological 
– core equals key or critical or fundamental. Employees in non-core 
functions (even if not facing outsourcing) may feel excluded by the 
organisation because they are a non-dominant discipline. For example, 
information technology employees working on web based legal services in 
a law organisation may feel excluded by lawyers in the organisation. In the 
public sector, there may be particular uncertainty about what is core; and it 
has been suggested that government may aim to discover its core 
competencies via a residualisation process – outsourcing until and unless 
the shoe pinches, or a political backlash is triggered (Hancox and Hackney, 
2000:222). An organisation may view IT itself as a core competence. It 
seems that most successful companies have a good understanding of IT’s 
potential. However, some organisations outsource IT even though they see 
it as core and delivering competitive advantage. This may be because IT 
can be considered core at the corporate level, but some of its aspects, at 
lower levels, might be commodities. Thus, the complexity of IT, and it’s (at 
least in part) core nature, may make the contracting out of IT a particularly 
challenging exercise. The ability to define IT requirements and to monitor 
their delivery by third parties may be some of the core IT competencies that 
any organisation must have if it is to outsource IT successfully. It can even 
be argued that the very acts of specifying and managing supply contracts 
can themselves give competitive advantage (Hancox and Hackney, 
2000:224). Outsourcing of non-core competencies will continue to be 
important, as such arrangements place responsibilities, e.g. for IT, logistics 
or production functions, in the hands of the constituent most capable of 
performing these successfully (Chandra and Kumar, 2000:109). 
• Contractual theory – An outsourcing contract provides a legally bound, 
institutional framework in which each party’s rights, duties, and 
responsibilities are codified and the goals, policies, and strategies 
underlying the arrangement are specified. Every outsourcing contract has 
the purpose of facilitating exchange and preventing opportunism. 
Appropriate contractual arrangements can attenuate the leeway for 
opportunism, prohibit moral hazards in a cooperative relationship, and 
protect each party’s proprietary knowledge. A complete contract reduces 
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the uncertainty faced by organisational decision-makers and the risks 
stemming from opportunism on the part of one or more contracting parties. 
It provides a safeguard against ex post performance problems by 
restraining each party’s ability to pursue private goals at the expense of 
common benefits. An incomplete contract may bring about ambiguity, which 
creates a breeding ground for shirking responsibility and shifting blame, 
raises the likelihood of conflict, and hinders the ability to coordinate 
activities, utilize resources, and implement strategies (Luo, 2002:910). 
Third-party legal experts have for quite some time emphasized the need for 
a comprehensive contract, not only because it is their livelihood, but also 
because it basically becomes a reference point specifying how the client 
and vendor relate (Kern and Willcocks, 2000:16). Key IT outsourcing 
contractual issues is such as service level, transfer of assets, staffing, 
pricing and payment, warranty and liability, dispute resolution mechanisms, 
termination, intellectual property matters, and information security (Lee, 
1996:17). 
• Neoclassical economic theory – Neo classical economic theory posits 
that organisations outsource IT to attain cost advantages from assumed 
economies of scale and scope possessed by vendors (Ang and Straub, 
1998:541). This theory is attained more empirical support in studies of 
outsourcing decisions than transaction cost economics. Neo-classical 
economic theory regards every business organisation as a production 
function (Williamson, 1981:1565), and where their motivation is driven by 
profit maximization. This means that companies offer products and services 
to the market where they have a cost or production advantage. They rely on 
the marketplace where they have disadvantages. According to neo- 
classical economic theory, companies will justify their sourcing strategy 
based on evaluating possibilities for production cost savings. Thus, the 
question of whether or not to outsource, is a question whether the 
marketplace can produce products and services at a lower price than 
internal production. In the context of IT outsourcing, a company will keep its 
IT-function internally if this has production cost advantages, and it will 
outsource when the marketplace can offer production cost savings. IT 
outsourcing is not only a purchasing decision – all organisations purchase 
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elements of their operations. This is done to achieve economic, 
technological, and strategic advantages. However, the economies of scale 
and scope argument would predict that outsourcing has little to offer to 
larger organisations, because they can generate economies of scale and 
scope internally by reproducing methods used by vendors. As documented 
by (Levina and Ross, 2003:343), there are other reasons for large 
organisations to move into outsourcing (e.g. vendor’s efficiency is based on 
the economic benefits derived from the ability to develop a complementary 
set of core competencies). 
• Partnership and alliance theory – Partnership, often referred to as an 
alliance, has frequently been noted as a major feature of IT outsourcing. 
Partnership can reduce the risk of inadequate contractual provision, which 
may be comforting for clients about to outsource a complex and high-cost 
activity such as IT. However, in the relationship between vendor and client 
the latter may be over dependent on the former, and goals are not 
necessarily shared. According to (Lambe et al., 2002:147), alliances are 
broadly defined as collaborative efforts between two or more organisations 
in which the organisations pool their resources in an effort to achieve 
mutually compatible goals that they could not achieve easily alone. 
Resources here are defined as any tangible or intangible entity available for 
use by an organisation to compete in its marketplace. When organisations’ 
business relationships are collaborative, rather than adversarial in nature, a 
variety of types of these relationships may be classified as alliances, for 
example outsourcing. (Hancox and Hackney, 2000:229) interviewed IT 
managers to find support for the partnership theory in IT outsourcing. 
Despite assurances found in vendors’ marketing literature, most clients 
were skeptical about partnership. If partnership did exist, it was usually as a 
collection of some of the intangibles mentioned earlier, rather than as a 
formalized arrangement. Partnership was more likely to be claimed in the 
area of systems development, where vendors needed to have a greater 
understanding of the organisation, than in outsourcing of operations and IT 
infrastructure support. 
• Relationship exchange theory – Relational exchange theory is based on 
relational norms. According to this theory, the key to determining how 
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efficiently contract governance is carried out lies in the relational norms 
between the transactors. For example, the degree to which transactors 
engage in joint planning or their extent to share information between the 
organisations is process elements that determine the costs associated with 
periodically renegotiating contracts. Those transactors who have 
established behavioral norms that can simplify and smooth the 
renegotiation process can reasonably expect to incur lower ex post 
bargaining costs than those who have not (Artz and Brush, 2000:341). 
Many classifications of norms have been proposed, but no one is regarded 
as dominant. It has been proposed that relational norms are a higher order 
construct consisting of three dimensions (Kern and Blois, 2002:37). First, is 
flexibility, which defines a bilateral expectation of the willingness to make 
adaptations as circumstances change? Second, is information exchange, 
which defines a bilateral expectation that parties will proactively provide 
information useful to the partner? And third, is solidarity, which defines a 
bilateral expectation that a high value is placed on the relationship. It 
prescribes behaviors directed specifically towards relationship 
maintenance. 
• Social exchange theory – Social exchange theory was initially developed 
to examine interpersonal exchanges that are not purely economic. Several 
sociologists are responsible for the early development of this theory. These 
theorists view people’s social behavior in terms of exchanges of resources. 
The need for social exchange is created by the scarcity of resources, 
prompting actors to engage one another to obtain valuable inputs. Social 
exchange can be defined as voluntary actions of individuals that are 
motivated by return they are expected to bring and typically in fact bring 
from others. Social exchange can be viewed as an ongoing reciprocal 
process in which actions are contingent on rewarding reactions from others 
(Das and Teng, 2002:451). An exchange perspective places the study of 
international relations, such as global outsourcing, in a framework of 
negotiations. Central to this perspective are issues of equivalence (fairness) 
and contingency (responsiveness). The challenge for international actors is 
to define a precise medium for exchange. The more precise the medium, 
the less likely actors will misperceive one another’s move. But, the more 
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precise the medium the less likely will actors explore their relationships 
(Druckman, 1998:255). This is also a dilemma for IT outsourcing 
relationships. The more precise, the easier it is to follow-up service levels. 
And thus, value-added benefits will be difficult to achieve. 
• Resource-based theory – An alternative theory is to understand the 
boundary of the organisation is the resource-based view. It is based on the 
understanding that the organisation is a unique whole of assets and 
resources that could create competitive advantage. The organisations’ 
internal resources are the principal driver of organisation profitability and 
strategic advantage (Barney, 1991:101). The essence of the resource-
based theory of the organisation lies in its emphasis on the internal 
resources available to the organisation, rather than on the external 
opportunities and threats dictated by industry conditions. Organisations are 
considered to be highly heterogeneous, and the bundles of resources 
available to each organisation are different. This is both because 
organisations have different initial resource endowments and because 
managerial decisions affect resource accumulation and the direction of 
organisation growth as well as resource utilisation (Lowendahl, 2000:138). 
The resource-based theory of the organisation holds that, in order to 
generate sustainable competitive advantage, a resource must provide 
economic value and must be presently scarce, difficult to imitate, non-
substitutable and not readily obtainable in factor markets. This theory rests 
on two keys points. First, that resources are the determinants of 
organisation performance and second, that resources must be rare, 
valuable, difficult to imitate and non-substitutable by other rare resources. 
When the latter occurs, a competitive advantage has been created (Priem 
and Butler, 2001:26). 
• Stakeholder theory – Stakeholder theory is justified on the basis that 
organisations have responsibilities to stakeholders for moral reasons, and 
that there is no priority of one set of interests over another (Shankman, 
1999:323). Upholding four principles: 
1. honoring agreements; 
2. avoiding lying; 
3. respecting the autonomy of others; and 
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4. avoiding harm to other, are necessary precondition for efficient 
working. 
And thus, stakeholder theories of the organisation establish economic 
relationships within a general context of moral management. Contrary to 
the traditional understanding of the principal-agent relationship, used in 
several IT outsourcing studies, a stakeholder orientation will include at least 
two new dimensions: 
1. a number of stakeholder groups; and 
2. the interpretation of the four moral principles that underlie 
stakeholder theory. 
Neglecting these dimensions, organisations will have less satisfied 
stakeholders, and will show financial performance that is consistently below 
industry average (Shankman, 1999:323). Stakeholders as a group of 
people with aligned interests (Lacity and Willcocks, 2000:51). The term is 
widely used and accepted by IT outsourcing practitioners and researchers. 
However, as indicated by some of the reviewed literature above, 
stakeholder is defined and used differently in finance (issue of CEO 
responsibility to shareholders or stakeholders), law (requires ownership), 
and gaming (person who holds the bets). According to (Lacity, 2000:52), 
there is four distinct client IT stakeholder groups and three distinct supplier 
IT stakeholder groups. The groups identified are customer senior business 
managers, customer senior IT managers, customer IT staff, customer IT 
users, and supplier senior managers, supplier account managers, supplier 
IT staff. An additional group is the subcontractors. All stakeholder groups 
are presumed to have significant differences in expectations and goals 
regarding IT outsourcing. Thus, it is reasonable to propose that upholding 
the interest of these different stakeholder groups with the principles of 
moral management will affect the success of IT outsourcing. 
• Organisation boundaries theory – Some theorists have proposed that 
organisations’ boundaries reflect the division of labour across individuals 
(Garicano and Hubbard, 2003:499). Whether a set of tasks is organised 
within one or multiple organisations depends on the extent to which 
individuals specialise. While the particular trade-offs these theories 
emphasise differ from one another, together they represent a departure 
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from the earlier literature: there is far less emphasis on specificity and far 
greater emphasis on issues related to the division of labour such as 
specialisation and job design. This class of theory is important because it 
has the potential to explain organisations’ boundaries in a wide range of 
contexts where specificity is unlikely to have an important effect on 
individuals’ incentives.  
 
Organisation boundaries, defined as the scope of revenue-sharing 
arrangements across individuals, reflect trade-offs associated with referral 
problems, which are problems of matching economic opportunities to 
individuals’ efficiency. The idea is that individuals with specialised skills 
sometimes have private information about economic opportunities for which 
others have a comparative advantage in exploiting. Incentive problem arise 
because private information about such opportunities is valuable and 
transferring them involves adverse selection problems (Garicano and 
Hubbard, 2003:500). According to (Lonsdale and Cox, 2000:447), 
outsourcing is just one of the means by which the boundary of the 
organisation can be adjusted. There are a number of dimensions to the 
boundary of the organisation issue. These dimensions include 
conglomeration, horizontal integration, vertical integration, and the internal 
integration of supporting activities. It is important to consider these 
dimensions when considering outsourcing. Not only should it be part of a 
wider picture concerning the boundary of the organisation, but it should also 
be part of a wider concern over the corporate strategies (Lonsdale and Cox, 
2000:448). 
• Agency theory – The agency theory deals with problems arising from 
principal – agent relationships. The central issue is how to get the agent 
(employee, subcontractor, manager) to act in the best interests of the 
principal (employer, contractor and owner) when the agent has an 
informational advantage over the principal and has different interests than 
the principal. According to (Eisenhardt, 1985:137), agency theory is 
concerned with resolving two problems that can occur. The first is the 
agency problem that arises when the desires or goals of the principal and 
agent conflict and it is difficult or expensive for the principal to verify what 
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the agent is actually doing. The second is the problem of risk sharing that 
arises when the principal and agent have different risk preferences. These 
problems are well known in IT outsourcing. An example might be that the 
client organisation wants to reduce its IT costs, while the vendor 
organisation wants to maximize profits. The agency problem arises when 
the two parties do not share productivity gains. The risk-sharing problem 
might be the result of different attitudes towards the use of new 
technologies. The technological and business complexity of IT means that 
there may be major problems for the principal in choosing a suitable agent 
and in monitoring the agent’s work. Only the agent knows how hard he is 
working, and that can be especially important in multilateral contracting 
where one agent acts for several principals. This is often the case in IT 
outsourcing because of the market dominance of one large organisation. 
Given the difficulties of behavior-based contracts suggested by agency 
theory, it is reasonable to assume that the overwhelming majority of clients 
would insist on outcome-based contracts when acquiring IT products and 
services. Such a strategy can only succeed if the client can confidently 
specify current and future requirements. But accurate predictions by the 
client may not always be in the vendor’s interests; since vendor account 
managers often are rewarded according to contract profitability, which is 
principally achieved through charging the client extra for anything which is 
not in the contract (Hancox and Hackney, 2000:231).   
 
3.5. Critical success factors of outsourcing 
 
Based on this extensive literature review of outsourcing theories above, the 
following 11 critical success factors have been identified in IT outsourcing: 
1. Core competence management – The organisation has to define its IT needs 
and manage IT services from the vendor; 
2. Vendor resource exploitation – The organisation has to integrate and exploit 
strategic IT resources from the vendor together with its own resources to 
produce competitive goods and services; 
3. Transaction cost reduction – The organisation has to minimize transaction 
costs by reducing the need for lasting specific IT assets, increase transaction 
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frequency, reduce complexity and uncertainty in IT tasks, improve performance 
measurements, and reduce dependence on other transactions; 
4. Contract completeness – The organisation must have a complete IT 
outsourcing contract. The contract should prevent opportunistic behavior in an 
efficient collaborative environment with balance of power between client and 
vendor;  
5. Production cost reduction – The organisation has to integrate and exploit IT 
services from the vendor in a cost effective way to produce competitive goods 
and services;  
6. Alliance exploitation – The organisation has to develop experience with 
alliances, develop alliance managers and develop the ability to identify 
potential vendors; 
7. Relationship exploitation – The organisation has to develop and secure 
common norms that are relevant to both parties; 
8. Social exchange exploitation – The organisation has to enable social and 
economic outcomes in the exchange between the vendor and itself such that 
these outcomes outperform those obtainable in alternative exchanges;  
9. Vendor behavior control – The organisation has to make it easy and 
inexpensive for itself to find out what the vendor is actually doing. In addition, 
both outcome-based and behavior-based incentives can be used to reduce and 
prevent opportunistic vendor behavior; 
10. Demarcation of labor – The organisation has to implement a strict and rigid 
division of labor between the vendor and itself; 
11. Stakeholder management – The organisation must create efficient and 
effective communication with and between stakeholders to secure continued 
support from all stakeholders, to balance their interests and to make the IT 
outsourcing arrangement so that all stakeholders achieve their goals. 
 
3.6. Motivation for outsourcing 
 
There are three major categories of motivations for outsourcing: cost, strategy and 
politics. The first two commonly drive outsourcing by private industry. Political 
agendas often drive outsourcing by public organisations (Kakabadse and 
Kakabadse, 2000a:110). While there may be three categories, outsourcing 
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activities are likely to be initiated for more than one reason and in fact, may be 
driven by elements from all three categories. Each of the three categories is 
discussed in more detail below.       
 
3.6.1. Cost driven outsourcing 
 
Much of the literature identifies the desire to save costs as an explanation for why 
outsourcing occurs (Arnold, 2000:24). In theory, outsourcing for cost reasons can 
occur when suppliers’ costs are low enough that even with added overhead, profit, 
and transaction costs suppliers can still deliver a service for a lower price (Harler, 
2000:58). One may wonder how an organisation can achieve enough savings to 
cover an additional layer of overhead and still meet profit requirements yet perform 
a function for less than another organisation already doing the same function. 
Specialisation and economies of scale are mechanisms used to achieve this level 
of efficiency (Roberts, 2001:244). In fact, cost savings due to outsourcing can be 
quite significant. A desire to save indirect costs may also drive outsourcing. Having 
fewer employees requires less infrastructure and support systems (Fontes, 
2000:112) which may result in a more nimble and efficient organisation. Some 
organisations outsource to achieve better cost control (Alexander and Young, 
1996:117) while others try to shift fixed costs into variable costs (Anderson, 
1997:40).  
 
Although organisations may outsource for cost related reasons, there are no 
guarantees that expected savings will be realised. There is increasing evidence 
that cost savings have been overestimated and costs are sometimes higher after 
outsourcing (Vining and Globerman, 1999:658). In addition to not realising the 
costs that originally drove the outsourcing initiative, there are also some additional 
indirect and social costs that may be incurred (Maltz and Ellram, 1997:59). Indirect 
costs may include contract monitoring and oversight, contract generation and 
procurement, intangibles and transition costs. Capital expenses incurred by the 
relationship should also be calculated (Bounfour, 1999:131). The social costs of 
outsourcing may be difficult to quantify but they can be significant. Outsourcing 
may result in low morale, high absenteeism and lower productivity (Walsh, 
1996:60). Further, the social costs are not necessarily limited to the organisation. 
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(Lafferty’s and Roan’s, 2000:77) study suggests that the education and skill level 
of a whole class of workers may be declining due to outsourcing of public services. 
Contractors are less willing to pay for employee education and development. 
 
3.6.2. Strategy driven outsourcing 
 
More recently the main drivers for outsourcing appear to be shifting from cost to 
strategic issues such as core competencies and flexibility (Wright, 2001:13). 
Perhaps the most often cited strategic reason for outsourcing is to allow the 
organisation to better focus on its core competencies (Sislian and Satir, 2000:5). 
Because of intense competition, organisations are forced to reassess and redirect 
scarce resources (Quinn, 1999:17). Resources are typically redirected to where 
they make the greatest positive impact, namely the organisation’s core functions. 
In addition to refocusing resources onto core competencies, other strategy issues 
which encourage the consideration of outsourcing are restructuring, rapid 
organisation growth, changing technology and the need for greater flexibility to 
manage demand swings (Large, 1999:8). Flexibility appears to be an important 
driver not just from a scale perspective but also regarding the scope of product or 
service. Organisations need to react quicker to customer requirements and 
outsourcing is seen as a vehicle to accomplish this. Outsourcing may also be 
perceived as a way to reduce the organisation’s risk by sharing it with suppliers 
and at the same time acquire the positive attributes of those suppliers. The 
partnerships that result from outsourcing may enable an organisation to be a 
world-class performer for a whole suite of products and services where it could 
only be an average performer itself. This strategy results in a so-called “virtual 
organisation” where functions are outsourced to multiple vendors under one 
agreement. Together the suppliers perform an integrated set of services. 
 
There are, however, potential pitfalls when outsourcing for strategic reasons. 
Organisations may “give away the crown jewels” if they are not careful (Gillett, 
1994:46). If organisations outsource the wrong functions they may develop gaps in 
their learning or knowledge base which may preclude them from future 
opportunities (Earl, 1996:229). In highly integrated and evolutionary technologies, 
applying the traditional core competence tests may result in outsourcing too many 
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of the wrong functions. This could result in less productivity or efficiency among 
the remaining functions (Quinn and Hilmer, 1994:18). 
 
3.6.3. Politically driven outsourcing 
 
There are several reasons why a public organisation may behave differently than a 
private organisation and therefore may have different outsourcing motives. For 
example, (Avery, 2000:332) argues that the performance of a service by the public 
laboratory is not based on market demand or profitability. The issues may be more 
social than economic. Industry performs a service to make money whereas the 
public organisation attempts to ensure general well being; a different goal and 
mission. So while cost and strategy may drive private organisations, the desire for 
the general well being of citizens may drive outsourcing by public organisations. 
Other factors that may drive outsourcing by public organisations include the 
agendas of elected officials, public opinion and current national or international 
trends. Because public organisations are sometimes perceived as inefficient and 
bureaucratic, political candidates may promote outsourcing ideas, particularly at 
election time, to demonstrate their willingness to make positive changes in the 
district. Once laws are enacted, the public organisation has no choice but comply. 
In such situations the outsourcing drivers are the governing laws and executive 
orders; another recognised reason for outsourcing by public organisations 
(Kakabadse and Kakabadse, 2000a:116). Another reason for public sector 
outsourcing may be better accountability. (Deakin and Walsh, 1996:39) found that 
managers in public organisations generally realise an accountability improvement 
in the particular function being outsourced. However, the managers also believe 
that there is a simultaneous decline in accountability to the public. The explanation 
is that a supplier works for the government and performs the functions to satisfy 
the government representative whereas a government employee works for the 
public and keeps their interests primary.        
 
3.7. Drivers of outsourcing 
 
Outsourcing is not just a costing exercise; it has a strategic dimension as the 
organisation attempts to find the right size to fit new environments. While many 
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drivers are unique to specific organisations and industries, there are common key 
factors that motivate organisations of all industries to make outsourcing decisions.  
These factors can broadly be categorised as economic, strategic and 
environmental ones as summarised in Table 3.1 below.  
 
 Table 3.1: Drivers of outsourcing 
Factors Objectives or outcomes Authors 
Economic factors 
Cost reduction 
 
 
Cost saving 
 
Capital investment  
 
 
Strategic factors 
Acceleration of 
business process re-
engineering 
Focus on core 
competencies 
 
 
Flexibility 
enhancement 
 
 
 
 
 
 
 
Environmental 
factors 
It development 
 
 
Globalisation 
 
Capability of supplier 
 
To improve profitability 
To improve operating efficiency 
To add value to product 
To improve cash flow 
To increase efficiency 
To make capital funds more available 
for core areas 
To improve return on assets 
 
To improve performance 
To achieve competitive advantage 
To improve business focus 
To increase competitiveness 
To leverage the organisation’s skills 
and resources 
To enhance customer satisfaction 
To reduce constraints of 
organisation’s own productive 
capacity 
To convert fixed costs to variable 
costs 
To increase responsiveness to 
market change 
To reduce risks 
 
To meet increasing demand for new 
information systems and resources 
more efficiently and economically  
To help companies gain global 
competitive advantage 
To enable partnering to improve 
service quality and customer service 
and increase competitive advantage 
 
Trunick (1989), Richardson 
(1990) and Gonzalez et al. 
(2005) 
Embleton and Wright (1998) 
and Claver et al. (2002) 
Corbett (1998), Razzaque and 
Sheng (1998), Trunick (1989) 
and Lynch (2004) 
 
Corbett (1998), Embleton and 
Wright (1998), Clott (2004) 
 
Prahalad and Hamel (1990), 
Quinn and Hilmer (1994) and 
Weerakkody et al. (2003) 
 
Quinn and Hilmer (1004), 
Corbett (1998), Embleton and 
Wright (1998), Razzaque and 
Sheng (1998), Kakabadse and 
Kakabadse (2000), Jennings 
(2002) and Lynch (2004) 
 
 
 
Lynch (2004) 
 
 
Clott (2004) 
 
Jennings (2002) 
 Source: Lau and Zhang (2006:43) 
 
3.8. Obstacles and problems associated with outsourcing 
Although there are good reasons to outsource, a number of potential obstacles 
and problems associated with outsourcing are also recognised. There is evidence 
that outsourcing does not reduce costs as expected in some cases (Beaumont and 
Sohal, 2004:689). As summarised in the table below, loss of control (Blumberg, 
1998:11), loss of critical skills (Quinn and Hilmer, 1994:52), inadequate capabilities 
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of service providers (Razzaque and Sheng, 1998:90), loss of flexibility (Embleton 
and Wright, 1998:95), failure to realise the hidden costs generated by the contract 
(Palvia, 1995:268) and damage to morale of existing workers (Embleton and 
Wright, 1998:96) are among the commonly cited inhibitors to outsourcing.  
 
 Table 3.2: Main obstacles and problems of outsourcing 
Obstacles and 
problems 
Impacts Authors 
Loss of control 
 
Loss of critical skills  
 
 
Inadequate capabilities of 
service provider 
Loss of flexibility 
 
 
Failure to realise hidden 
costs of contract 
 
Difficulty in obtaining 
organisational support 
Indecisiveness on which 
activities to outsource 
Inadequate cost and 
benefit analysis system 
Fear of job loss 
 
 
Loss of core competencies 
Risks of alienating customers 
Loss of competitive advantage 
Increase number of competitors 
 
Loss of competitive advantage 
Loss of market share 
Reduced responsiveness  
Risks of alienating customers 
 
Increase operating costs 
 
 
Increase chances of failure 
 
Increase chances of failure 
 
Lower return on investment 
Loss of competitive advantage 
Increased resistance to change 
Lower staff morale 
Blumberg (1998) and Lonsdale 
and Cox (2000) 
Quinn and Hilmer (1994), 
Jennings (2002) and Beaumont 
and Sohal (2004) 
Jennings (2002) 
 
Embleton and Wright (1998) 
and Beaumont and Sohal 
(2004) 
Palvia (1995), Kakabadse and 
Kakabadse (2000), Gonzalez et 
al. (2005)  
Razzaque and Sheng (1998) 
 
Lankford and Parsa (1999) 
 
McIvor and Humphreys (2000) 
 
 
 Source: Lau and Zhang (2006:44) 
 
3.9. Prescriptive models of outsourcing 
 
Given the vast amount of literature and the undisputed economic significance of 
outsourcing, it is somewhat surprising that the number of practical, prescriptive 
contributions on outsourcing is very small, Table 3.3 below (McIvor, 2000:24). The 
bulk of the literature seems to focus on reasons for outsourcing, pro’s and con’s of 
outsourcing, critical success factors and on which activities primarily are 
outsourced in certain industries (Lieb and Randall, 1996:311). (Sohail and Sohal, 
2003:402), present a comprehensive discussion of the empirical studies that have 
appeared on outsourcing logistics since the early 1990’s. Few contributions 
however, propose practical frameworks for guiding managers through the process 
of making outsourcing decisions and processual studies of outsourcing are rare 
(Marshall et al., 2004:560). It is argued that many managers find it difficult to 
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transfer general frameworks for outsourcing into practical decision-making action.  
 
3.10. Organisational adoption of outsourcing: determinants 
 
Four key factors, namely organisational characteristics, outsourcing 
characteristics, market characteristics, and external forces can be of influence on 
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the adoption of IT outsourcing. An integrated model consisting of the determinants 
is shown in Figure 3.1 and discussed below: 
 
 
Figure 3.1: Process of IT outsourcing adoption 
Source: Koong (2007:31) 
1. Organisational characteristics – In the context of global IT outsourcing, 
(Clark et al., 1995:230) contended that two organisational forces, viz. concern 
for competitiveness and concern for globalization of business, may intensify the 
organisations’ seeking for IT outsourcing. In light of these organisational trends, 
organisational characteristics in relation to global IT outsourcing can be 
underlined by the following four variables, depicted in Figure 3.2 below: 
• Resource. (Cheon et al., 1995:214) proposed a resource-based approach 
of IT outsourcing, which suggests that outsourcing is primarily pursued in 
order to fill the gaps in an organisation’s information system capacities; the 
information system capacities are determined by the organisation’s 
 
Page 61 
 
 
Chapter 3 
resource attributes (e.g. value, rareness, imitability, and substutability) and 
resource allocation. The gaps may exist in several areas, such as 
information output quality, IS support quality, or perceived cost 
effectiveness (Teng et al., 1995:84). Among the organisational resources, 
asset specificity and functional complexity have been identified as 
important. From the transaction cost perspective, asset specificity, which is 
the uniqueness of an organisation’s hardware, software, and intellectual 
skills (Cheon et al., 1995:215), is considered a determinant intra-
organisational feature associated with the adoption and performance of 
outsourcing (Ang and Cummings, 1997:241; Vining and Globerman; 
1999:649; Wang, 2002:154). Functional complexity, which is the degree to 
which an organisation’s products or activities are diversified (Ang and 
Cummings, 1997:241), is related to the frequency, benefit, and performance 
of outsourcing in various cases (De Looff, 1995:285; Cheon et al., 
1995:215; Vining and Globerman, 1999:649). 
• Strategy. The resource acquisition by means of IT outsourcing can be 
strategy-driven (Cheon et al., 1995:217; McDermott and Handfield, 
2000:39; Gilley and Rasheed, 2000:768). These studies argued that the 
gap to be filled by outsourcing is a function of the strategy-wise need and 
dimensions of resources. Using the differentiation strategy and cost-
leadership strategy dichotomy (Porter, 1980:182; Gilley and Rasheed, 
2000:770) established that outsourcing peripheral activities may better 
benefit organisations pursuing cost leadership strategy and outsourcing 
core activities may better benefit organisations pursuing differentiation 
strategy, since organisations pursuing cost leadership strategy lack the 
skills for reducing the peripheral costs, whereas organisations pursuing 
differentiation strategy lack the skills for improving the quality of core 
activities. Consistent with (Gilley and Rasheed’s, 2000:771) findings, 
(Barthelemy and Geyer, 2004:94) found that the need to outsource is higher 
when cost reduction is pursued. 
• Technology. Outsourcing decision-making may also be influenced by 
technology forces (Clark et al., 1995:226). Along with the rapid progress of 
IT, technology production and technology management have become the 
strategic core business for service organisations (Clark et al., 1995:226). 
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Supporting (Clark et al., 1995:227), (Mol et al., 2004:289) contended that 
outsourcing can be driven by the technology core of the innovation process, 
and increased involvement in the technology innovation process increases 
the need to seek outsourcing for non-strategic activities. Through analyzing 
the nature and market effects of innovations, (Perrons and Platts, 2004:627) 
argued that outsourcing can be more effective in the industries that have a 
medium-speed technology change, while insourcing is suggested for 
industries with extremely fast or extremely slow technology evolvement. 
• Environment. Organisations learn from the environment and adopt 
innovations to respond to environmental change (Taylor and McAdam, 
2004:22). Perceived environmental dynamism, which refers to the degree of 
the activity, uncertainty, and complexity of the market environment, is 
positively related to the level of outsourcing activities, because the risk 
inherited in technology, resource, and market can be transferred to the 
outsourcing supplier (Gilley et al., 2004:120). From the inside of the 
organisation, the uncertainty resulting from the fast-changing and 
unpredictable market environment is considered an important variable that 
influences the transaction cost (Wang, 2002:154; Bahli and Rivard, 
2005:216). Supporting the proposition, (Mol et al., 2004:290) established 
that an organisation’s volume uncertainty and technological uncertainty are 
positively associated with an organisation’s depth and scope of outsourcing. 
 
 
Figure 3.2: Determinants of IT outsourcing 
 Source: Koong (2007:33) 
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2. Outsourcing characteristics – If outsourcing is considered an innovation, 
variables that cover relative advantage, complexity, compatibility, trialability, 
and observability as the characteristics of the innovation (Rogers, 1995:445) 
may include the benefits, cost, and perceived long-term risk of outsourcing: 
• Benefits. Organisations are motivated to outsource because outsourcing is 
useful in creating benefits (Benamati and Rajkumar, 2002:37). The benefits 
of IT outsourcing can be related to both increased financial benefits and 
improved non-financial benefits (Gilley and Rasheed, 2000:770). Financial 
benefits in the deduction of production and transaction costs can be the key 
criteria for evaluating outsourcing in certain service industries, such as 
banking (Ang and Straub, 1998:252). In decision-making, CEOs also 
consider some financial benefits that are not related to IT cost and 
performance (Hall and Liedtka, 2005:196). Increased financial benefits of IT 
outsourcing can include reduction of operational costs, improvement of 
measurability of costs, and transformation of fixed costs into variable costs, 
whereas increased non-financial benefits include focus on core 
competencies, improvement of quality, acquisition of external 
competencies, and control over internal departments (Quelin and Duhamel, 
2003:650). Effective IT outsourcing may create a variety of other benefits 
for an organisation, such as reducing technological risks, improving 
productivity, gaining access to leading-edge technologies, easing the 
management tasks, and implementing changes more rapidly (Clark et al., 
1995:232). An organisation’s decision of adopting IT outsourcing may be 
motivated by some or all of these benefits. 
• Adoption cost. The cost of adopting an innovation influences its relative 
advantage and trialability (Rogers, 1995:446). (Cheon et al., 1995:215) 
utilized the agency theory in assessing the agency cost of an outsourcing 
service, contending that an organisation bases its outsourcing decision on 
the magnitude of the agency costs. The agency cost of entering an 
outsourcing relationship is influenced by environmental uncertainty, risk 
aversion behavior, performance programmability, outcome measurability, 
and the length of the agency relationship (Cheon et al., 1995:215). 
Practically, the adoption cost may include certain hidden costs, such as 
search cost, transition cost, and beyond-baseline service (Tafti, 2005:551). 
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In some situations, such as lock-in of outsourcing relationship, contractual 
amendments, unexpected events, and disputes and litigation, the adoption 
cost of the outsourcing service becomes a critical concern (Bahli and 
Rivard, 2003:217). 
• Long-term risk. Perceived risks of outsourcing have a negative impact on 
the use of outsourcing in many cases (Benamati and Rajkumar, 2002:38), 
particularly for large-sized organisations (Gonzalez et al., 2005:49). Risk is 
inherent in outsourcing due to deficiencies in the control of contracts (Tafti, 
2005:552). Certain negative consequences of IT outsourcing may become 
potential risks for an organisation, including loss of internal expertise and 
technical employees, loss of privacy and intellectual property, and loss of 
flexibility, adaptability, and evolvability (Clark et al., 1995:233; Tafti, 
2005:552). In respect to an organisation’s core IT competencies, IT 
outsourcing may lead to a loss of learning ability, innovativeness and R&D 
competitiveness (King and Malhotra, 2000:328; Gilley and Rasheed, 
2000:769). (Quelin and Duhamel, 2003:651) argued that dependence on 
outsourcing supplier, outsourcing supplier’s deficient capabilities, and social 
risks are also long-term risks negatively associated with outsourcing. Thus, 
perceived long-term risks of IT outsourcing may have a negative impact on 
the adoption of IT outsourcing. 
3. Market characteristics – Using the example of IT industry, (Clark et al., 
1995:234) contended that market and industry forces drive the organisations 
towards outsourcing because advantages can be taken from over-capacity of 
IT resources in the industry. Market characteristics, which involve the influence 
of an organisation’s outsourcing supplier, industry competitor, and customer, 
can be determinant to the decision-making on global IT outsourcing: 
• Power of supplier. The success of outsourcing is positively affected by 
outsourcing supplier-client partnership quality in many cases (Grover et al., 
1996:91; Lee and Kim, 1999:33; Kern and Blois, 2002:35). The 
characteristics of the supplier play an important role in achieving service 
quality and partnership. In an outsourcing supplier-client relationship, one 
party has power over another when the latter is dependent on the former for 
certain resources (Klepper, 1995:255). (Klepper, 1995:255) argued that 
power influences the status of the two parties in a relationship, and 
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determines the distribution pattern of the profits earned from the resources. 
From a power perspective, the consequence of IT outsourcing may be 
negative when the supplier is more powerful in the relationship; such power 
comes from being an authority in the market, being valuable resource 
providers, or being irreplaceable, etc. (De Looff, 1995:286). In addition, in 
light of (Porter’s, 1980:184) competitive strategies, (De Looff, 1995:286) 
pointed out that a strong bargaining power of an outsourcing supplier will 
create competitive threats that influence the competitive position of an 
organisation. Supporting the argument from a market point of view, a larger 
number of outsourcing suppliers that compete with each other has a 
positive effect on the adoption of outsourcing in that business area (Lilly et 
al., 2005:60). 
• Scale. Using Adam Smith’s division of labor theory, (De Looff, 1995:287) 
proposed that only when the outsourcing supplier performs certain activities 
on a large-scale, the efficiency of outsourcing can be reached. It implies 
that, if IT outsourcing on a large-scale cannot be performed, the financial 
benefits of outsourcing, such as reduction of operational costs and 
improvement of measurability of costs mentioned above, are hardly to be 
achieved. The efficiency of the outsourcing supplier cannot be ignored if 
strategic partnership with the supplier is to be established (Lacity and 
Hirschheim, 1993b:78). The production scale of the outsourcing supplier, as 
well as the scale of the outsourcing market, may be important variables in 
determining the adoption of outsourcing. 
• Competition. The degree of competition in the outsourcing client’s industry 
can be influential to the decision on adopting IT outsourcing. Competition 
among rival organisations creates competitive threats to an organisation’s 
competitive position (Porter, 1980:185). Competition between organisations 
within the same industry has a positive influence on an organisation’s 
decision to adopt a new innovation (Kimberley and Evanisko, 1981:697). 
From a micro-economics perspective, only the organisations producing the 
products in the most efficient way can survive the competition in a free 
market economy (Douma and Schreuder, 1992:23, De Looff, 1995:287). 
The degree of competition within the organisation’s industry may have a 
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positive impact on the adoption of outsourcing since it can enhance an 
organisation’s efficiency of operation in different ways. 
• Customer needs. Managing customer relationships and customer assets 
has been highlighted as an important objective for an organisation’s IT 
functions (Fulford and Love, 2004:451; Huang and Lin, 2005:26). 
Understanding and satisfying customer needs is crucial for an organisation 
in sustaining a competitive advantage in the market (Porter, 1980:186). An 
organisation’s effort of responding to personal preference of transactions 
and different customer needs has a positive effect on the organisation’s 
retaining of customer relationships and customer assets (Huang and Lin, 
2005:26). The flexibility to meet fast-changing customer needs forces an 
organisation to restructure its goal, organisational structure, and business 
process, and use outsourcing to meet customer needs so as to gain a 
competitive position in the value chain (Zhang and Cao, 2002:150). 
Accordingly, the growing need by customers in obtaining tailored products 
and services may drive the organisation to utilize IT outsourcing as a way of 
business solution. 
4. External forces – Offshore outsourcing involves deploying international human 
resources, and the flows of services, capital, and jobs caused certain problems 
in a social and political context (Doh, 2005:700). Therefore, several variables 
may be important from this perspective: 
• Social norms. (Rogers, 1995:446) identified perceived social norms as an 
operational measure of social systems in his seminal model of diffusion of 
innovation. (Rogers, 1995:446) posited that an innovation’s degree of 
compatibility with the values and norms possessed by the social system is 
positively related to its rate of adoption. In other words, an organisation’s 
inclination to adopt outsourcing may be influenced by the social norms. The 
impact of social norms may be particularly significant in the context of 
offshore IT outsourcing. Given the fact that a large number of jobs have 
been outsourced abroad, the calls for corporate social responsibility 
become a social norm for the organisations outsourcing abroad (Doh, 
2005:700; Jones, 2005:93). Corporate social responsibility requires an 
organisation to contribute to social needs of the home country and 
protection of natural environment in the outsourcing destination; on the 
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other hand, the low-cost labor seeking behavior of organisations is criticized 
(Doh, 2005:700). The normative consideration influences an organisation’s 
decision on adopting IT outsourcing. 
• Political impact. Government policy has been changing dramatically for 
economic activities involving foreign parties (Graf and Mudambi, 2005:254). 
Pressures from domestic authorities may cause a country to use 
governmental intervention, technical barrier, or taxation to control the 
volume of offshore IT outsourcing. Meanwhile, the outsourcing destination 
may use preferential policies to counterbalance the home country policies. 
Political policies have significant effect in an organisation’s choice of foreign 
business, including offshore IT outsourcing (Graf and Mudambi, 2005:254). 
From a transaction cost perspective, incentives provided by the destination 
government can reduce the transaction costs and attract organisations to 
outsource in the destination (Qu and Brocklehurst, 2003:55). 
 
3.11. Stages of the outsourcing framework 
 
The stages involved in the outsourcing framework are illustrated on a decision tree  
in Figure 3.3. A full description of the stages involved in the framework is 
discussed in depth below.  
 
3.11.1. Stage 1 – Defining the core activities of the business 
 
This stage is involved with identifying the core and non-core activities of the 
organisation. It is important to define what is meant by a core activity. A core 
activity is central to the company successfully serving the needs of potential 
customers in each market. The activity is perceived by the customers as adding 
value and therefore being a major determinant of competitive advantage. 
Distinguishing between core activities and non-core activities is a complex task, 
and care must be taken to ensure the long-term strategic considerations and true 
benefits are assessed (McIvor, 2000:24). This process of identifying the core 
activities should be carried out by top management along with inputs from teams 
from lower levels in the organisation. Each team should encompass a broad 
section of members – functionally, divisionally, and hierarchically. It is important 
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that the participants in the process work closely in group sessions to ensure that 
strong debate takes place. Group consensus building techniques such as decision 
analysis or decision conferencing techniques could be employed. The team has to 
identify the major determinants of competitive advantage in the markets, the 
industries, or the strategic groups in which the organisation competes or might 
wish to compete. Focusing attention on customer needs and competitive 
advantage will involve applying their distinctive capabilities to meet these needs. 
For example, in the beer market where branding is crucial to competitive 
advantage, companies such as Guinness place great emphasis on their 
advertising and promotional strategies in order to give their products a strong 
brand image. It is crucial for a company to identify and define the critical skills that 
are central to its overall strategy. These critical skills will enable a company to 
differentiate itself from its competitors in the way in which it serves its customers. 
Maintaining control of the critical skills within the company will enable the company 
to sustain its competitive advantage in each product market (McIvor, 2000:25). 
This process must be carried out on a formal and ongoing basis in response to 
changing circumstances. For example, one of the companies interviewed during 
the development of the framework carried out this process at two levels: 
1. Formal – as part of the business planning process. 
2. Reactionary – during the year in response to changing business priorities or 
customer requirements. 
The framework proposed here assumes that, in general, all non-core activities will 
be outsourced. Companies adopting this approach – Honda, Apple, and Merck 
among them – build their strategies around their core activities and outsource as 
much of the rest as possible (Quinn and Hilmer, 1994:48). However, it must be 
pointed out that certain factors, such as industrial relations, may impact on the 
freedom a company has to outsource activities previously carried out in-house. 
This issue was brought up by most of the companies that participated in the 
research. Unions had disrupted attempts by a number of companies to outsource 
work traditionally carried out internally. 
 
 
 
 
 
Page 69 
 
 
Chapter 3 
 Figure 3.3: A practical framework for evaluating the outsourcing decision 
 
 Source: McIvor (2000:25) 
 
3.11.2. Stage 2 – Evaluate the relevant value chain activities 
 
Once all the core and non-core activities have been identified, the next section is 
concerned with analyzing the competencies of the company in these core activities 
in relation to potential external sources (McIvor, 2000:26). This involves a two-
stage analysis: 
1. Evaluate the relevant value chain activities. Each selected core activity 
must be benchmarked against the capabilities of all potential external 
providers of that activity. This will enable the company to identify its relative 
performance for each core activity along a number of selected measures. 
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2. Total cost analysis of the core activities. Attempts to identify and 
measure the costs associated with either retaining the activity in-house or 
outsourcing the activity. 
In effect, these two stages identify the disparity between the sourcing company 
and potential external providers of the core activities. It allows companies to focus 
on whether it will be detrimental to their competitive position to outsource activities 
such as research and development, design, engineering, manufacturing, or 
assembly, both in the short and in the long term (McIvor, 2000:26). The benefits of 
carrying out this analysis are as follows: 
1. The company can focus resources on the activities where it can achieve 
pre-eminence and provide unique customer perceived value. For example, 
if a company has world leadership in a core activity then this activity should 
be held and further developed within the company in order to maintain and 
build on this leadership. 
2. Activities for which the company has neither a critical strategic need nor 
special capabilities should be outsourced. It is more appropriate for the 
company to use external suppliers that are more competent and have a 
lower cost base. 
A key strategic issue in the outsourcing decision is whether a company can 
achieve a sustainable competitive advantage by performing a core activity 
internally on an ongoing basis. Clearly, if the company can perform the activity 
uniquely well, then this activity should continue to be carried out internally (McIvor, 
2000:27). However, many companies assume that because they have always 
performed the activity internally, then it should remain that way. In many cases, 
closer analysis may reveal a significant disparity between their capabilities and 
those of the world best suppliers. For example, one company that participated in 
the research had found that many of its internal quality and cost performance 
indicators were significantly lower than those of suppliers when it carried out a 
benchmarking exercise across a range of processes. The depth of evaluation of 
the organisation's value chain can take place at the activity (such as logistics) or 
sub-activity (material handling) level depending on the particular circumstances of 
the organisation. For example, in the case of a manufacturing company, the 
outsourcing decision may refer to closing down part of the business – for example, 
the plastic injection moulding shop – and outsourcing the supply of the relevant 
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items to external suppliers. However, in certain circumstances it is necessary to 
consider outsourcing practice at a more detailed level in the value chain (McIvor, 
2000:28). For example, an activity increasingly being outsourced by companies is 
the recruitment (a support activity in the value chain) of key people to specialist 
recruitment agencies. This example is at a much more detailed level of analysis in 
the outsourcing decision in contrast to the previous example. 
 
However, analysis from a value chain perspective in each case is critical, given 
that companies are increasingly positioning themselves in specific parts of the 
value chain in order to gain competitive advantage. Therefore, companies 
considering outsourcing must rigorously evaluate their company's capabilities in 
relation to both their suppliers and competitors (McIvor, 2000:29). This analysis 
involves a structured benchmarking approach to assessing the company's 
competencies in the range of core activities identified by top management in 
relation to the potential suppliers' and competitors' capacity to provide these 
activities. In effect, each company is in competition with all potential suppliers of 
each activity in its value chain. In the context of the outsourcing decision, knowing 
the capabilities of your competitors can be as important as knowing their relative 
market shares. Each point in the value chain relevant to providing the activity is 
assessed. Therefore, each selected core activity must be benchmarked against all 
potential external providers of that activity. The basic nature of strategic analysis 
may move from an industry analysis to a horizontal analysis of capabilities across 
all potential providers of the activity regardless of which industry the provider might 
be in (McIvor, 2000:29). For example, these activities may include logistics, 
warehousing, process design, product design, quality control and plant 
engineering as well as the actual production which may be a function of the 
workforce skills. 
 
Using benchmarking will allow the company to look beyond the products to the 
operating and management skills that produce the products. It involves searching 
out the “best of breed” of a process or skill, requiring active participation of the 
personnel who perform the function within the company. Although the 
benchmarking exercise may be time consuming and expensive, it can provide 
detailed and useful external information to validate the company's relative 
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performance. The interviews carried out with a number of companies in the 
development of the framework revealed some interesting insights into the role of 
benchmarking in the outsourcing process (McIvor, 2000:30). For example, one 
company argued that, even though benchmarks may not be absolutely correct, 
they established a range and relative position of key performance criteria across 
different activities. Also, the same company benchmarked companies in other 
industries. For example, the company recently benchmarked Argos (the catalogue 
retailer) in the area of order processing and bar-coding. The benchmarking 
process involved people visiting Argos and identifying the operational and 
managerial processes of order processing. It then selected the comparable 
processes to company's business and assessed the performance of these 
processes in relation to cost, quality and time (McIvor, 2000:30). 
 
3.11.3. Stage 3 – Total cost analysis of core activities 
 
This stage involves attempting to measure all the actual and potential costs 
involved in sourcing the activity – internally or externally. It encompasses all costs 
associated with the acquisition of the activity throughout the entire supply chain 
and not just the purchase price. It considers costs right from idea conception, as in 
collaborating with a supplier in the design phase of the component, through to any 
costs (for example, warranty claims) associated with the component once the 
completed product is being used by the final customer. This stage is concerned 
with identifying all the activities and costs associated with the outsourcing decision. 
There are two types of costs that are identified at this stage (McIvor, 2000:30): 
1. Cost estimation of carrying out the activity internally. 
2. Cost estimation(s) associated with potential supplier(s) identified from the 
previous stage. 
The data requirements for this stage are quite formidable. The management team 
must break down the company's functional cost accounting data into the costs of 
performing specific activities. The appropriate degree of disaggregation depends 
on the economics of the activities and how valuable it is to develop cross-company 
comparisons for narrowly defined activities as opposed to broadly defined activities 
(McIvor, 2000:30). Conventional accounting identifies costs according to broad 
categories of expenses such as wages, employee benefits, travel and other fixed 
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costs. However, in adopting a value chain approach to the outsourcing process it 
may be more appropriate to apply activity-based cost (ABC) management systems 
which have led companies to reduce their dependence on these conventional 
accounting systems. Conventional cost accounting systems focus on units of 
particular products. Costs are allocated to products because each unit is assumed 
to consume resources. Conventional allocation measures only attributes of a unit, 
for example, the number of direct labour hours or machine hours. By contrast, 
ABC systems focus on the activities performed to produce products or create 
services (Cooper and Kaplan, 1991:132). Costs are traced from activities to 
products based on each product's consumption of the activities. The allocation 
bases, or “cost drivers”, used in ABC are therefore measures of the activities 
performed. ABC acknowledges that products or services do not directly use up 
resources – they use up activities. ABC enables the company to develop cost 
estimates for activities performed in the competitively relevant sections of 
suppliers' value chains. To benchmark the company's cost position against 
competitors, costs for the same activities for each competitor must be estimated. 
Despite the difficulties of developing cost estimates activity by activity and the 
possible errors in the estimates, the advantage in discovering the costs of 
particular tasks and functions and the cost competitiveness of one's position in 
relation to competitors makes activity based costing a valuable strategic 
management tool (Thompson and Strickland, 1996:47). Collaborative relations 
with suppliers will facilitate the measurement of supplier costs. The ideal situation 
for the organisation is to have each potential supplier submit the costings involved 
in carrying out the activity. The movement towards more buyer supplier co-
operation will complement total cost measurement, since costs extend across 
each organisation's value chain. Cost analysis benefits not only the customer 
organisation, but also the supplier. Traditionally, customers have been insensitive 
to the needs of their suppliers to make money, especially in high risk projects. In 
some cases, suppliers may have been reluctant to do business with a particular 
buyer if, in the past, there had been unreasonable demands being made by the 
buyer to reduce costs. Part of the reason for this has been a lack of cost 
information. However, if the buyer and supplier have a clear outline of the costs 
involved in the acquisition at the outset then it may be possible to determine 
margins more accurately. There will be a certain amount of overlap in the analysis 
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carried out in Stages 2 and 3. Both stages are concerned with benchmarking 
activities – but different aspects of the activities. The primary aim of Stages 2 and 
3 is to understand current best practices in performing the core activities of the 
company, to understand how costs are actually achieved, and use this information 
to take appropriate action if a disparity is revealed between internal performance 
and that of potential external providers of the activity (McIvor, 2000:31). When the 
company has completed benchmarking the competencies of the”core” activities, it 
will be faced with either of the following two scenarios: 
 
Scenario one 
The company is more competent than any other potential external sources. With 
this situation, the company has two possible options (McIvor, 2000:31): 
1. Perform internally. Clearly the strategy that should be pursued here is to 
continue to keep this activity in-house. This is shown in Stage 3 of Figure 3.3. If 
the company is currently outsourcing part of the activity, then it may wish to 
repatriate it within the company. It is also important to maintain any current 
advantage by further developing the competency in order to minimize the risk 
of competitors benefiting from it as well. Ideally, a company wants to have 
competitive advantage in as many of its “core” activities as possible. 
2. Strategic outsource. It is possible that the sourcing company considers that it 
may not be able to sustain its competency in this activity in the future and, 
therefore, may decide to outsource the activity to the most competent external 
source. For example, it is possible to gain competitive advantage by 
outsourcing the assembly or integration of the parts that comprise the core 
activity. Competitive advantage can be achieved in the activity of specifying 
and integrating external services and other purchases, rather than in assembly 
and production of the goods themselves. An electronics company that 
participated in the research had adopted a strategy which led to the 
outsourcing of more activities to suppliers. The company believes it can be 
more flexible by outsourcing activities than performing activities internally by 
being in a better position to react rapidly to market changes and be more 
responsive to customer change. This strategy has resulted in the company 
gradually becoming a “systems integrator” in which it manages and co-
ordinates a network of best production and service providers. Such a strategy 
 
Page 75 
 
 
Chapter 3 
is based on the premises that the company should outsource those activities 
(both production and service) where it can develop no strategic advantage with 
the supply base comprising a network of specialists focusing on their distinct 
area of competence delivering products and services to the systems integrator. 
The company supported this strategy through the development of partnership 
relationships with its key suppliers. Suppliers were no longer only 
manufacturing components, but were designing entire sub-assemblies. This 
enables the company to share the costs in research and development for sub-
assemblies with its key suppliers. Such an arrangement is similar to the notion 
of the “virtual corporation”, which implies a different set of management skills 
and a different attitude to employment and the so-called “psychological 
contract” (Bridges, 1995:39). If the company wishes to consider outsourcing a 
core activity, then it should proceed to Stage 4 – relationship analysis. 
 
Scenario two 
There are external sources that are more competent than internal. With this 
situation, the company has two options (McIvor, 2000:32): 
1. Invest to perform internally. This option entails investing the necessary 
resources to bridge the disparity between the company and the more 
competent external providers of the activity. This option may be desirable in a 
case where the technologies involved in the activity are in the embryonic stage 
and therefore may provide considerable scope for future growth. However, if 
the company's capabilities lag considerably behind the capabilities of external 
providers, then it may be difficult to justify a substantial investment of resources 
in order to match or advance upon external capabilities. For example, an 
electronics company interviewed in the development of the framework was 
confronted with a similar situation when it benchmarked its internal capabilities 
in printed circuit board (PCB) assembly relative to potential suppliers. It was 
found that its internal manufacturing capabilities lagged considerably behind 
those of a number of suppliers that specialised in PCB assembly. The scale of 
these suppliers allowed them to invest considerably more in product and 
process research and development. Therefore, the company believed that it 
had no choice other than to outsource the PCB assembly process. 
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2. Strategic outsource. The company may wish to consider outsourcing a “core” 
activity in which it has no competitive advantage. In this case, it should proceed 
to Stage 4 – relationship analysis. 
 
3.11.4. Stage 4 – Relationship analysis 
 
A number of issues have to be addressed before outsourcing a “core” activity 
(McIvor, 2000:32). The company may wish to maintain the knowledge that enable 
the technology of the activity to be exploited, even when it is being provided by 
another partner. Therefore, it is important that the company controls the new 
product development and design process – the activities that will drive future 
growth. The company may establish a partnership relationship or strategic alliance 
with a supplier in order to exploit their capabilities. This involves an intensive 
collaborative working relationship with the prospective partner. (Hamel and 
Prahalad, 1994:93) argue that a company can develop a core competency by 
learning from partners, citing the example of NEC. In the early 1980s, NEC top 
management determined that semiconductors would be the company's most 
important “core product”. Hence, it entered into strategic alliances (more than 100 
as of 1987) aimed at building competencies quickly and at low cost. In mainframe 
computers, its most noted relationship was with Honeywell and Bull. Almost all the 
collaborative arrangements in the semiconductor field were oriented towards 
technology access. As they entered collaborative partnership arrangements, 
NEC's operating managers understood the rationale for these alliances and the 
goal of internalizing partner skills. So far, the discussion has assumed that if the 
organisation decides to outsource a core activity, then it should attempt to develop 
a partnership type relationship with the external supplier. However, it is quite 
possible that the organisation would have more to gain by pursuing a relationship 
where it holds the balance of power than by pursuing a relationship based on 
equality between partners and the mutual sharing of benefits. In other words, in 
order to achieve the most beneficial sourcing arrangement the organisation may 
pursue a buyer-supplier relationship – ranging from partnership to competitive 
bidding – which will enable it to maximize competitive advantage (McIvor, 
2000:32). The organisation will do what is best for itself in terms of achieving 
maximum competitive advantage. For example, the organisation may use its 
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influence to obtain reductions in inventory and cost reductions, which in turn have 
a positive impact on the achievement of its own competitive position. Also, this 
may ensure greater flexibility in that the organisation will not get locked into a long-
term relationship with a supplier whose technology may become obsolete. This 
became evident during interviews with companies involved in high technology 
industries, such as telecommunications and electronics. Although these 
companies had been developing partnering relations with their key suppliers, 
companies clearly stated that these relationships would last as long as the 
suppliers maintained their leadership in technology and quality. Such an approach 
to supply management is heavily influenced by the nature of the industry in which 
the organisation is competing. It is also important that the customer considers the 
threat of future competition from a supplier by gaining market share from a 
company it once served. If a supplier acquired the necessary skills and know-how, 
it is quite possible that it would vertically integrate forward to compete directly with 
the customer organisation. From this analysis of potential suppliers, the company 
will filter out any potential suppliers that are unsuitable (McIvor, 2000:32). If it is 
found that there are no suppliers suitable with which to initiate a relationship, then 
the company may pursue an Invest to Perform Internally strategy. However, if the 
company has found a suitable supplier, then it should form a relationship while 
leveraging its own capabilities by focusing resources on high value-added 
activities. 
 
3.12.  Conclusion 
 
Strategies for outsourcing appear to be based on the desire to focus on fewer, 
more manageable core activities, echoing (Skinner, 1969:137), and on gaining 
benefits from outsourcing non-core to specialist providers. This resonates with 
(Prahalad and Hamel, 1990:80; Hendry, 1995:194). Benefits for individual 
organisations included reduced costs through scale economies and improved 
offerings and performance through scope economies, to meet greater demands of 
changing customer markets. Scope economies might arise through outsourcee 
providing complementary assets (Teece, 1986:300). Organisations may also be 
freed from constraints of established cultures, resulting in more flexibility, as 
highlighted by (Patterson and Pinch, 1995:1441). Despite short-term balance 
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sheet benefits, there were risks to organisations in their long-term competitive 
positions. This supports the findings of (Lonsdale, 1999:181) and (McIvor, 
2000:33). Corporations, public sectors and nations are advised to formulate 
strategies for outsourcing to minimise long-term risks from the cumulative impact 
of outsource decisions, such as those identified by (Bettis et al., 1992:12). These 
may relate to potential conflict with the culture of a state, as identified by (Hood, 
1997:121). Outsourcing at this level creates the need for managing the outsource 
contract properly (Marshall, 2001:76) and for a review of policy issues.  
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CHAPTER 4 
RESEARCH METHODOLOGY AND PROCEDURE
 
 
 
4.1. Introduction 
 
According to (Hair, Bush and Ortinau, 2003:40), the research design serves as a 
master plan of the techniques and procedures that should be used to collect and 
analyse the data needed by the decision maker. In determining the most 
appropriate research design, it is important to consider the type of data to be 
collected, the design technique, as well as the sampling methodology and 
procedures.  
 
This study will employ a descriptive research design for the purpose of obtaining 
scientific assortments of information including relevant facts and estimates 
regarding the research problem at hand. Descriptive research further aids in 
accommodating larger sample sizes thus giving the research findings more 
generalisability than those of exploratory or qualitative designs (Hair et al., 
2003:256).   
 
4.2. Secondary Data Analysis 
 
In today’s research environment, secondary data research tasks are applied more 
often to specific problems because of the relative speed and cost-effectiveness of 
gathering this data (Hair et al., 2003:97).  
 
4.3. Qualitative Research  
 
Descriptive research is predominantly quantitative in nature (Hair et al., 2003:255) 
and as such, this study focused on obtaining valid facts, estimates and predictions 
concerning the specified research problem and did not undertake a course of 
action leading to the acquisition of qualitative primary data. 
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4.4. Methods of collecting qualitative data 
 
Descriptive designs more frequently use data collection procedures that heavily 
emphasise asking selected respondents a set of standardised, structured 
questions about what they think, feel and do rather than passively observing their 
actions and behaviours in a specific situation (Hair et al., 2003:255). In reviewing 
all available survey research methods associated with descriptive research 
situations (person-administered, telephone-administered, self-administered and 
computer-assisted surveys), considering both advantages and disadvantages, it 
was determined that self-administered surveys would best facilitate the 
achievement of the established research objectives in this study. 
 
A self-administered survey is a data collection method where respondents read the 
survey questions and record their responses in the absence of a trained 
interviewer (Hair et al., 2003:265). Due to the self-completion nature of this data 
collection method, questionnaire design became fundamentally important in order 
for the researcher to alleviate the probability of any misunderstandings on the part 
of the respondent. 
 
4.5. Sampling size determination and the selection of the sampling method 
 
(Hair et al., 2003:333) define sampling as the selection of a small number of 
respondents from a larger defined target population, assuming that the information 
gathered from the small group will allow the researcher to make generalisations or 
judgements concerning the larger group. (Hair et al., 2003:350) further discuss two 
available sampling designs:  
● Probability sampling refers to the techniques of drawing a sample in which 
each sampling unit has a known, nonzero possibility of being included in the 
sample. 
● Nonprobability sampling refers to the sampling process where the possibility of 
selection of each sampling unit is unknown.  
A probability sampling design was implemented in this research study to extract a 
representative sample of employees from an existing database as the total 
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population referred to all those who are employed in the Outsourcing division 
within the company, Business Connexion.  
 
4.5.1. Sample size 
 
All employees within the Outsourcing division of the company, Business 
Connexion, had an equal opportunity to complete and submit the questionnaire. It 
must be noted that not all divisions were catered for in this study, with only the 
outsourcing division being targeted.  
 
The researcher identified the individuals of the outsourcing division by obtaining a 
list from the Human Resource division. Permission was obtained from the Group 
Executive: Outsourcing to circulate the questionnaire to all applicable respondents. 
An e-mail with the relevant URL link was forwarded to all potential respondents. 
The questionnaire was totally voluntary and once the respondent had completed 
the questionnaire, it was submitted directly into Statkon’s database. According to 
the feedback received from various respondents, the questionnaire took 
approximately 5 – 10 minutes. 
 
4.6. Questionnaire Design  
 
According to Rojas and Serpa (n.d.), a questionnaire is a tool for collecting 
information to describe, compare or explain knowledge, attitudes, behaviours 
and/or socio demographic characteristics on a particular target group. The 
questionnaire to be used in this study to collect primary data (as viewed in 
Appendix A) has been designed in accordance with the research problem, 
hypotheses and primary and secondary research objectives. 
 
(Dillon et al., 1993:304) specify seven basic principles of questionnaire design and 
layout upon which much consideration was given in developing the data collection 
instrument. These principles include: 
● Principle 1: Be clear and precise 
● Principle 2: Response choices should not overlap and should be exhaustive 
● Principle 3: Use natural and familiar language 
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● Principle 4: Do not use words or phrases that show bias 
● Principle 5: Avoid double-barrelled questions 
● Principle 6: State explicit alternatives 
● Principle 7: Questions should meet criteria of validity and reliability. 
 
The questionnaire utilised in this study was divided into two distinct sections: 
● Section A: Demographic Information  
● Section B: Knowledge Management and Outsourcing 
 
The formulation of this study’s data collection tool was in accordance with the 
research problem, primary and secondary research objectives, and the research 
hypotheses as specified in chapter one. Table 4.1 below indicates the 
relationships between questions in the self-administered questionnaire and the 
research objectives and hypotheses of this study. 
 
Table 4.1:  Linkages between questions in the Questionnaire, Research 
Objectives and Research Hypotheses 
Questions linked to the research objectives 
Primary Objective Questions 
The different sections within the Outsourcing division have a culture of knowledge sharing. 19.1 
Secondary Objectives Questions 
To identify the number of years of experience and skills per individual obtained in 
outsourcing at Business Connexion, in relation to the training requirements. 5.2 & 11 
To compare between male and female and the job grades they operate on. 2 & 7.1 
To identify whether there are departmental incentive schemes in place for rewarding 
people. 17 
To identify if there are retention schemes in place for critical or scarce skills. 18 
To determine whether the processes and procedures within the different divisions of 
outsourcing are documented, clearly understood and followed by each individual. 
19.8, 19.9 & 
19.10 
 
Questions linked to hypotheses 
Hypotheses Questions 
The different sections within the Outsourcing division have a culture of knowledge sharing. 19.1 
Individuals on higher job grades do not necessarily require extensive training. 7.1 & 11 
When certain individuals are away for a lengthy period of time, this absence causes the 
processes or procedures to stall. 
19.7 
Male respondents are likely to be on higher job grades than their female counterparts. 2 & 7.1 
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The most predominant question format used in this questionnaire was that of 
closed-ended or itemised questions. This type of question requires respondents to 
select from preset numbers or descriptions, the one that best expresses their 
feelings (Dillon et al., 1993:310). The principal advantages of such itemised 
questions include their ease of use in the field, their ability to diminish interviewer 
bias, their capacity to decrease bias based differences pertaining to the articulation 
of respondents, and their relatively straightforward coding and tabulation 
requirements. 
 
Questions used were either dichotomous questions (merely requiring yes or no 
answers), questions requiring respondents to indicate which of the predetermined 
responses best described their situation or feelings, or, where applicable, 
questions that made use of a five point scale requiring respondents to indicate the 
extent to which they agreed or disagreed with the statement or situation provided. 
This five point scale utilised is known as a Likert scale, which is a measurement 
scale consisting of a number of evaluative statements (Dillon et al., 1993:292). The 
rationale behind the odd number of points on the scale (five) is based on the 
necessity to provide respondents with a neutral position in the event that they are 
unsure of whether to evaluate the provided statement, action or product/service as 
more positive or negative. 
 
4.7. Coding and editing 
 
All questionnaires were numbered in order to facilitate possible future reference. 
 
4.7.1. Coding 
 
Data coding relates to the assemblage and assigning of value to responses to the 
questions contained in the survey instrument (Hair et al., 2003:499). More 
specifically, data coding in this study involved the assigning of numerical values to 
each individual response for each question within the questionnaire, bearing in 
mind that the questionnaire made use of only closed-ended questions. The 
purpose of coding is to convert a respondent’s answers to survey questions into 
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relevant codes/symbols in order to facilitate the ease of entering and reading by a 
statistical analysis software package (Cant et al., 2003:153). 
 
4.7.2. Editing 
 
Editing is the process whereby the raw data are checked to ensure that all 
mistakes are found, those made by either the interviewer or respondent (Hair et 
al., 2003:493). During the editing process of this study, all the usable 
questionnaires had been examined for maximum precision. 
 
4.8. Descriptive Statistical Procedures  
 
“Descriptive statistics are all about describing, graphically displaying and 
summarising data” (Cant et al., 2003:170). More simply put, descriptive statistics 
are used in this study to describe the basic characteristics of the data collected. A 
frequency distribution is a table that displays the amount of times in the data set 
that each response occurs (e.g. 101 respondents out of 122 indicated that there 
are no retention schemes in place for critical and scarce skills). These tables will 
also display the percentage (e.g. 101/122 x 100 = 82.8%), which is considered to 
be a more meaningful way to express relative frequencies (Anon, 2000:135). 
Furthermore, the researcher can make use of certain measures of central 
tendency and variability to routinely report when tabulating a study (Dillon et al., 
1993:372).    
 
A measure of central tendency is used to provide an indication of how low or how 
high the scores on a particular question tended to be. The researcher can make 
use of the mean or the median to specify central tendency. 
● The mean: the arithmetic average of all raw responses. All values of a 
distribution of responses are added and subsequently divided by the total 
number of valid responses (Hair et al., 2003:676). 
● The median: the sample statistic that splits the raw data into a hierarchical 
arrangement whereby half the data is above the median statistic value and the 
other half is below it (Hair et al., 2003:676). 
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● The standard deviation: the measure of the average distribution of the values 
in a set of responses about their mean (Hair et al., 2003:683). 
 
In order for the collected data to aid in determining if research hypotheses are true 
or false, cross tabulation was required. Cross tabulation refers to the process of 
simultaneously treating two or more variables in the study (Hair et al., 2003:669).   
 
4.9. Conclusion 
 
This chapter depicted the various data collection methods as well as an overview 
of the self-administered questionnaire as the specific measuring instrument. 
Special reference was made to the population, the subsequent determination of 
the sample size, the construction of the final questionnaire and the procedure 
followed during the empirical execution of the research. 
 
The chapter to follow (Chapter Five) will provide a discussion of the research 
findings, the interpretation of these findings, including the outcomes of the various 
hypotheses as proposed in chapter one. 
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RESEARCH FINDINGS AND INTERPRETATIONS 
 
 
5.1. Introduction 
 
This chapter presents the results of the empirical study conducted. Findings will 
subsequently be presented in a similar order to that within the measurement 
instrument. The frequency distributions of the data will be reported on; with a 
summary of all the results available in Appendix B. Statistical procedures that 
were performed on the data (Pearson’s Chi-Square and Fisher’s Exact Test) will 
also be conveyed. Data depicting cross tabulations and statistical processes can 
be viewed in Appendix C. 
 
5.2. Findings 
 
Business Connexion, a leader in IT Outsourcing, employs approximately 4700 
employees. The original sample was drawn from a population of 539 employees 
within the Outsourcing division of Business Connexion (BCX). The findings are 
based on the 127 completed questionnaires, which is (23.5%) of the total 
population of 539. 
 
5.2.1. Section A: Demographic Information 
 
Gender Distribution
61%
39%
Male Female
 
 
 
Figure 5.1: Gender Distribution 
Source: Section A: Question 2 
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Of the 127 respondents, (61%) were male and (39%) were female and is 
graphically depicted in Figure 5.1 above. 
 
Of the 127 respondents, (14%) fall into the 17-25 year old category, (36%) into the 
26-35 year old category, (25%) into the 36-45 year old category, (17%) into the 46-
55 year old category and (7%) into the 56-70 year old category and is graphically 
depicted in Figure 5.2 below.  
 
 
Age Distribution
14%
37%
25%
17%
7%
17-25 26-35 36-45 46-55 56-70
 
Figure 5.2: Respondent age 
Source: Section A: Question 1 
 
The ethnic distribution comprised of (15.7%) Black, (67.7%) White, (5.5%) 
Coloured, (10.2%) Indian and (1%) European African. This is graphically depicted 
in Figure 5.3 below. 
 Figure 5.3: Ethnic distribution 
Ethnic Distribution
16%
67%
6%
10%1%
Black White Coloured Indian European African
 Source: Section A: Question 3 
 
When one looks at the geographical distribution of the employees, (95.3%) were 
situated in Gauteng, (1.6%) in North West, (.8%) in Free State, (1.6%) in Northern 
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Cape and (.8%) in the Western Cape. This is graphically depicted in Figure 5.4 
below. 
 
Geographical Distribution
94%
2%1%2%1%
Gauteng North West Free State Northern Cape Western Cape
 
Figure 5.4: Geographical Distribution 
Source: Section A: Question 4 
 
 
Figure 5.5: Outsourcing people per division 
Outsource people per division
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Source: Section A: Question 6 
 
When one compares the different divisions the respondents work within, it is made 
up of (.8%) in Strategy, (2.4%) in Presales, (9.4%) in Distributed Systems, (4.7%) 
in Business Support Services, (.8%) in Enterprise Plan and Design, (3.1%) in 
Deployment, Transition and Due Diligence, (3.1%) in Operational Systems 
 
Page 89 
 
 
Chapter 5 
Architecture, Development and Design, (11%) in Data Centre Services, (27.6%) in 
Global SMC, (12.6%) in Service Management, (1.6%) in Marketing, (7.9%) in 
Service Delivery, (1.6%) in Architecture and (13.4%) in Service Support. This is 
graphically depicted in Figure 5.5 above.  
 
An interesting fact to take note of is that although (91.3%) of the respondents are 
permanent employees, (8.7%) are employed on a contract basis. This is 
graphically depicted in Figure 5.6 below. 
 
Figure 5.6: Employment category 
Employment Category
91%
9%
Permanent Contractor
 
Source: Section A: Question 8  
The work type distribution comprised of (5.5%) on a strategic level, (16.5%) on a 
tactical level, (50.4%) on an operational level and (25.2%) on an administrative 
level. This is graphically depicted in Figure 5.7 below. 
 
 
Figure 5.7: Work type distribution 
Work type distribution
6%17%
51%
26%
Strategic Tactical Operational Administrative
 
Source: Section A: Question 9 
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In Table 5.1 below, a few interesting facts emerge. Before joining BCX, (41.5%) of 
the respondents stated that they had less than 1 year of Outsourcing experience, 
(14.2%) had between 1 – 2 years experience, (15.1%) had between 3 – 5 years 
experience, (17.9%) had between 6 – 10 years experience, (10.4%) had between 
11 – 20 years experience and only (.9%) had more than 20 years experience. 
While employed at BCX, (13.8%) of the respondents stated that they had less than 
1 year of Outsourcing experience, (31%) had between 1 – 2 years experience, 
(26.7%) had between 3 – 5 years experience, (16.4%) had between 6 – 10 years 
experience, (9.5%) had between 11 – 20 years experience and only (2.6%) had 
more than 20 years experience.     
 
Table 5.1: Number of years in Outsourcing 
  Less than 1 1 - 2 3 - 5 6 - 10 11 - 20 
More 
than 20 Total 
44 15 16 19 11 1 106 
Before BCX - How 
many years did 
you work in 
Outsourcing? 
 
 41.50% 14.20% 15.10% 17.90% 10.40% 0.90% 100.00% 
16 36 31 19 11 3 116 
At BCX - How 
many years did 
you work in 
Outsourcing? 
 
 
13.80% 31.00% 26.70% 16.40% 9.50% 2.60% 100.00% 
 Source: Section A: Question 5 
 
In Table 5.2 below, (.8%) of the respondents fell into the E Upper job grade, 
(2.4%) into the E Lower job grade, (4.7%) into the D Upper job grade, (27.6%) into 
the D Lower job grade, (22%) into the C Upper job grade, (29.7%) into the C 
Lower job grade and (12.6%) into the B Level job grade, which is the entry level 
into the organisation. None of the respondents who participated in this study are in 
the highest job grade, which is F level.  
 
 
Table 5.2: Job Grade 
  Frequency Percent Cumulative Percent 
E Upper 1 0.8 0.8 
E Lower 3 2.4 3.3 
D Upper 6 4.7 8.1 
D Lower 35 27.6 36.6 
C Upper 28 22 58.8 
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C Lower 38 29.7 88.5 
B Level 16 12.6 100 
Total 127 100  
 
 
Source: Section A: Question 7.1 
In Table 5.3 below, the respondents were asked how many years they have been 
on their existing job grade. (16.5%) responded they were less than 1 year, (42.5%) 
were between 1 – 2 years, (24.4%) were between 3 – 5 years, (14.2%) were 
between 6 – 10 years and only (2.4%) were between 11 – 20 years.   
 
Table 5.3: Number of years on existing job grade 
  Frequency Percent Cumulative Percent 
Less than 1 21 16.5 16.5 
1 - 2 54 42.5 59.2 
3 - 5 31 24.4 83.6 
6 – 10 18 14.2 97.8 
11 - 20 3 2.4 100 
Total 127 100  
 Source: Section A: Question 7.2 
 
 
In this question, respondents were asked how many hours per day were spent on 
administrative duties. (13.4%) responded that they spent less than 1 hour, (28.3%) 
spent between 1 – 2 hours, (19.7%) spent between 3 – 4 hours, (10.2%) spent 
between 5 – 6 hours, (18.9%) spent between 7 – 8 hours and (9.4%) spent more 
than 8 hours per day on administrative duties, which is depicted in Table 5.4.    
 
 
Table 5.4: Daily hours spent on administrative duties 
  Frequency Percent Cumulative Percent 
Less than 1 17 13.4 13.4 
1 - 2 36 28.3 42.1 
3 - 4 25 19.7 61.9 
5 - 6 13 10.2 72.2 
7 - 8 24 18.9 91.1 
More than 8 12 9.4 100 
Total 126 99.2  
 Source: Section A: Question 10 
 
In order to perform their duties more effectively, respondents were asked to state 
the extent of their additional requirements. (37.8%) respond a small extent, 
(50.4%) a medium extent and (11.8%) a large extent. 
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Table 5.5: Additional training requirements 
  Frequency Percent Cumulative Percent 
Small extent 48 37.8 37.8 
Medium extent 64 50.4 88.2 
Large extent 15 11.8 100 
Total 127 100  
 Source: Section A: Question 11 
 
With regards to the reporting structure in the Outsourcing environment, (8.7%) of 
the respondents report to an Executive, (33.1%) to a Senior Manager, (32.3%) to a 
Manager, (8.7%) to a Supervisor and (17.3%) to a Team leader. 
 
Table 5.6: Reporting structure 
 Frequency Percent Cumulative Percent 
Executive 11 8.7 8.7 
Senior Manager 42 33.1 41.8 
Manager 41 32.3 74.1 
Supervisor 11 8.7 82.8 
Team Leader 22 17.3 100 
Total 127 100  
 Source: Section A: Question 12.1 
 
An interesting observation is that although the Outsourcing division has 
representation throughout South Africa and six individuals in other provinces, all 
127 respondents report to management in the Gauteng region.  
 
Table 5.7: Physically situated 
  Frequency Percent Cumulative Percent 
Gauteng 127 100 100 
 Source: Section A: Question 12.2 
 
5.2.2. Section B: Knowledge Management and Outsourcing 
 
In the question below, respondents were asked on what level their decision 
making role within the organisation was. (10.2%) responded that of a strategic 
level, (19.8%) of a tactical level, (48%) of an operational level and (22%) of an 
administrative level. 
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Table 5.8: Decision making role 
  Frequency Percent Cumulative Percent 
Strategic 13 10.2 10.2 
Tactical 25 19.8 30 
Operational 61 48 78 
Administrative 28 22 100 
Total 127 100  
 Source: Section B: Question 14 
 
Question 13, depicted in Table 5.9 below asked respondents who would normally 
take over their duties and responsibilities when out of the office. (25.2%) 
responded their Manger, (75.6%) responded their colleague, (18.1%) stated their 
subordinate, (2.4%) stated an applicable contractor and (12.6%) stated nobody. 
This question was asked in such a way that respondents could mark more than 
one option, for example, a respondent could hand over duties and responsibilities 
to both his/her Manager and a colleague. 
 
Table 5.9: Handing over duties and responsibilities 
  Not Marked Marked Total 
95 32 127 
When you are on leave or out of the office, who 
would normally take over your duties and 
responsibilities? - Manager 
74.80% 25.20% 100.00% 
31 96 127 
When you are on leave or out of the office, who 
would normally take over your duties and 
responsibilities? - Colleague 
24.40% 75.60% 100.00% 
104 23 127 
When you are on leave or out of the office, who 
would normally take over your duties and 
responsibilities? - Subordinate 
81.90% 18.10% 100.00% 
124 3 127 
When you are on leave or out of the office, who 
would normally take over your duties and 
responsibilities? - Contractor 
97.60% 2.40% 100.00% 
111 16 127 
When you are on leave or out of the office, who would 
normally take over your duties and responsibilities? - 
Nobody 
87.40% 12.60% 100.00% 
 Source: Section B: Question 13 
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Respondents were asked, depicted in Table 5.10 below, if their departmental 
processes and procedures were captured, and if so, where they were stored. 
(40.2%) of the respondents indicated they were captured and stored in a central 
repository/database, (41.7%) stated they were captured and stored on the Intranet, 
(7.1%) indicated that they were resident in manual files and (2.4%) mentioned that 
theirs was not captured and stored.  From the total of 127 respondents, 11 
mentioned their processes and procedures were captured in other places, which is 
depicted in Table 5.11 below. 
 
Table 5.10: Departmental processes and procedures 
  Frequency Percent Cumulative Percent 
In a central repository/database 51 40.2 40.5 
On the intranet 53 41.7 82.5 
Manual files 9 7.1 89.7 
Not captured and stored 3 2.4 92.1 
Other 11 8.7 100 
Total 127 100  
 Source: Section B: Question 15 
 
Table 5.11: Departmental processes and procedures – other  
  Frequency Percent Cumulative Percent 
BSIM 1 9.1 9.1 
Combination of all 1 9.1 18.2 
Control ES 1 9.1 27.3 
ES 1 9.1 36.4 
MS Outlook - Tasks 1 9.1 45.5 
On remedy system 1 9.1 54.6 
Own database 1 9.1 63.7 
Remedy 2 18.2 81.9 
Shared drive 1 9.1 91 
Working instruction 1 9.1 100 
Total 11 100  
 Source: Section B: Question 15 
 
Question 16, depicted in Figure 5.8 below, asked respondents how many other 
individuals could perform the same roles and responsibilities. (15.7%) of the 
respondents stated that no one else could perform the same roles and 
responsibilities, (25.2%) stated that one other individual could, (20.5%) stated that 
two other individuals could, (9.4%) stated that three other individuals could and 
(29.1%) stated that more than three. 
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 Figure 5.8: Roles and responsibilities 
Same roles and responsibilities
16%
25%
20%
9%
30%
None One Tw o Three More than three
 
Source: Section B: Question 16 
 
Question 17 and 18, depicted in Table 5.12 below, asked respondents whether 
there are departmental incentive schemes in place for rewarding people and if 
there are retention schemes in place for critical and scarce skills. With regards to 
the incentive schemes, (84.9%) stated that there were no schemes and (15.1%) 
stated that there were schemes in place. Regarding the retention schemes, 
(82.8%) stated there were no schemes in place and (17.2%) stated there were 
schemes in place. 
 
Table 5.12: Incentive and retention schemes  
  No Yes Total 
107 19 126 
Are there departmental incentive schemes in 
place for rewarding people? 
84.90% 15.10% 100.00% 
101 21 122 Are there retention schemes in place for critical and scarce skills? 
82.80% 17.20% 100.00% 
 Source: Section B: Question 17 and 18 
 
Question 19 comprised of a number of different statements pertaining to culture, 
processes, the outsourcing model, departmental sign-off and absence from the 
office, which is depicted in Table 5.13 below.  
 
Question 19.1 asked respondents about the extent of knowledge sharing culture 
between the different sections within the outsourcing division. (15%) stated there is 
a very small extent, (36.2%) stated a small extent, (32.3%) stated a medium 
extent, (11.8%) stated a large extent and (4.7%) a very large extent. 
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Question 19.2 asked respondents if there is a formal process to learn from other 
people about departmental processes and procedures. (24.8%) stated a very small 
extent, (37.6%) stated a small extent, (20.8%) stated a medium extent, (12.8%) 
stated a large extent and (4%) stated a very large extent. 
 
 Question 19.3 asked respondents if there is a formal process to teach other 
people about departmental processes and procedures. (17.3%) stated a very small 
extent, (41.7%) stated a small extent, (19.7%) stated a medium extent, (18.1%) 
stated a large extent and (3.1%) stated a very large extent. 
 
Question 19.4 asked respondents if they had a clear understanding of the 
department’s role in the outsourcing model. (2.4%) stated a very small extent, 
(10.2%) stated a small extent, (22.8%) stated a medium extent, (45.7%) stated a 
large extent and (18.9%) stated a very large extent. 
 
Question 19.5 asked respondents when work is handed over to another 
department, to what extent is it properly signed off, documented and tested. (7.3%) 
stated a very small extent, (24.2%) stated a small extent, (28.2%) stated a medium 
extent, (25%) stated a large extent and (15.3%) stated a very large extent. 
 
Question 19.6 asked respondents when receiving work from another department, 
to what extent is it properly signed off, documented and tested. (13%) stated a 
very small extent, (37.4%) stated a small extent, (29.3%) stated a medium extent, 
(12.2%) stated a large extent and (8.1%) stated a very large extent. 
 
Question 19.7 asked respondents when on leave or out of the office, the extent of 
their absence would cause for processes and procedures to stall. (28.6%) stated a 
very small extent, (28.6%) stated a small extent, (25.4%) stated a medium extent, 
(13.5%) stated a large extent and (4%) stated a very large extent. 
 
Question 19.8 asked respondents to what extent the departmental processes and 
procedures are documented. (1.6%) stated a very small extent, (12.6%) stated a 
small extent, (33.9%) stated a medium extent, (35.4%) stated a large extent and 
(16.5%) stated a very large extent. 
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Question 19.9 asked respondents to what extent the departmental processes and 
procedures are clearly understood. (0.8%) stated a very small extent, (7.9%) 
stated a small extent, (22%) stated a medium extent, (48%) stated a large extent 
and (21.3%) stated a very large extent. 
 
Question 19.10 asked respondents to what extent the departmental processes and 
procedures are followed. (0.8%) stated a very small extent, (10.3%) stated a small 
extent, (27%) stated a medium extent, (45.2%) stated a large extent and (16.7%) 
stated a very large extent. 
 
Table 5.13: Culture, outsourcing model, processes and procedures 
  
Very 
small 
extent 
Small 
extent 
Medium 
extent 
Large 
extent 
Very 
large 
extent 
Total 
19 46 41 15 6 127 
The different sections within 
outsourcing have a culture of 
knowledge sharing. 
15.00% 36.20% 32.30% 11.80% 4.70% 100.00% 
31 47 26 16 5 125 
There is a formal process for 
you to learn from other people 
about departmental processes 
and procedures. 
24.80% 37.60% 20.80% 12.80% 4.00% 100.00% 
22 53 25 23 4 127 
There is a formal process for 
you to teach other people 
about departmental processes 
and procedures. 
17.30% 41.70% 19.70% 18.10% 3.10% 100.00% 
3 13 29 58 24 127 
You have a clear 
understanding of the 
department's role in the 
outsourcing model. 
2.40% 10.20% 22.80% 45.70% 18.90% 100.00% 
9 30 35 31 19 124 
When handing work over to 
another department, it is 
properly signed off, 
documented, tested, etc. 
7.30% 24.20% 28.20% 25.00% 15.30% 100.00% 
16 46 36 15 10 123 
When receiving work from 
another department, it is 
properly signed off, 
documented, tested, etc. 
13.00% 37.40% 29.30% 12.20% 8.10% 100.00% 
36 36 32 17 5 126 
When you are on leave or out 
of the office, your absence 
causes processes and 
procedures to stall. 
28.60% 28.60% 25.40% 13.50% 4.00% 100.00% 
2 16 43 45 21 127 
The departmental processes 
and procedures are 
documented. 
1.60% 12.60% 33.90% 35.40% 16.50% 100.00% 
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1 10 28 61 27 127 
The departmental processes 
and procedures are clearly 
understood by you. 
0.80% 7.90% 22.00% 48.00% 21.30% 100.00% 
1 13 34 57 21 126 
The departmental processes 
and procedures are followed. 
0.80% 10.30% 27.00% 45.20% 16.70% 100.00% 
 Source: Section B: Question 19 
 
5.3. Results of statistical testing 
 
To facilitate the use of statistical procedures, it was necessary to recode certain 
data groups within the entire set of collected data, thereby improving the accuracy 
of the statistical analyses conducted. The recoded data can be viewed in 
Appendix D. 
 
5.4. Conclusion 
 
This chapter portrayed the results of the empirical section of this study. Responses 
were arranged by demographic information, KM and Outsourcing. Frequency 
distributions were analysed, interpreted and where appropriate, graphically 
represented. The results of statistical tests (i.e. significance) were also reported. 
 
The chapter to follow (Chapter Six) will provide a discussion pertaining to certain 
conclusions of this study and the implications thereof, as well as recommendations 
for future research. 
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CHAPTER 6 
CONCLUSIONS, IMPLICATIONS AND RECOMMENDATIONS FOR FUTURE 
RESEARCH 
 
 
6.1. Introduction 
 
While the previous chapter discussed the empirical results, this chapter will focus 
on the main conclusions, limitations and recommendations of this descriptive 
study. Final conclusions will be drawn regarding the aspects that have the greatest 
influence on KM and Outsourcing in an IT environment as well as general 
recommendations for future research. 
 
6.2. Achievement of objectives 
 
The objective of this study is broken into two sections, namely, the primary and 
then the secondary objective. 
 
6.2.1. Primary objective 
 
The primary objective of this study is to determine whether the different sections 
within the Outsourcing division have a culture of knowledge sharing. 
 
From the findings, it is concluded that more than half the respondents felt that 
there is NOT a culture of knowledge sharing between the different sections within 
the Outsourcing division (Table 5.13). There could be various reasons or 
explanations for this and further analysis should be conducted in order to 
determine the underlying factors. 
 
6.2.2. Secondary objectives 
 
(a) – This was a crosstab between question 5.2 and question 11. Most of the 
respondents in the different categories responded between a small extent 
and medium with regards to additional training requirements. The only 
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exception was in the more than 20 year category which was peg at a third 
overall. This would indicate overall that most of the respondents in the 
Outsourcing division believe that they do not require additional training to 
perform their duties more effectively. 
(b) – This was a crosstab between question 2 and question 7.1. An interesting 
observation made was that the majority of male respondents fell into the 
lower management category, whereas the majority of female respondents 
fell between supervisory and entry level. Another interesting observation 
was that there is no female representation at Executive level.  
(c) – This question revolved around departmental incentive schemes in place 
for rewarding people. The majority of respondents stated there was no 
incentive schemes in place (Table 5.12), which raises concern as this could 
be a contributing factor for the high staff turnover in Outsourcing. However, 
further analysis would have to be conducted to verify this. 
(d) – This question asked respondents whether there were any retention 
schemes in place for critical or scarce skills (Table 5.12). Based on the 
findings, most respondents felt that no retention schemes were in place. 
This could also be a contributing factor for the high staff turnover in 
Outsourcing; however, further analysis is required to verify this.   
(e) – From the findings, it is concluded that the departmental processes and 
procedures are documented to a large extent. The majority of respondents 
also stated that the departmental processes and procedures are clearly 
understood by each individual. Also, with regards to whether the 
departmental processes and procedures are followed, the majority of 
respondents felt this was true (Table 5.10). In general, the research 
suggests that the departmental processes and procedures are documented, 
clearly understood and followed by each individual. 
 
6.3. Limitations 
 
The main limitation of this study is that its results and findings lack generalisability 
and as such, cannot be used as a reference for the whole organisation. 
Conclusions can only refer to those respondents in the Outsourcing division of the 
organisation. Bearing this in mind, it must also be clarified that inferences can also 
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NOT be made regarding the whole organisation. Further limitations were identified 
with regards to the information obtained for the literature review as well as during 
the actual data collection process.  
 
6.3.1. Limitations in the literature review 
 
Much of the literature acquired for Chapter Two (Knowledge Management) and 
Chapter Three (Outsourcing) was obtained from American and European studies 
and is therefore only moderately applicable to South Africa as it is still considered 
to be a developing country. The lack of literature pertaining to South African 
organisations or even perhaps studies conducted in other developing countries 
such as Brazil, where the findings could be more easily related to a South African 
context, could not be obtained. 
 
6.3.2. Limitations in the empirical research  
 
The actual questionnaire was sent out on the 28th September 2007, requesting the 
respondents to respond by the 5th October 2007. The original plan was to send the 
questionnaire to all employees (approximately 4700) of the organisation, Business 
Connexion. However, due to time constraints, it was decided to narrow the 
population to the Outsourcing division only (539 individuals). Many people were on 
leave or out of the office for an extended period of time and could not complete the 
questionnaire before the closing date. However, 127 responses were received and 
were sufficient to conduct the analysis.  
 
6.4. Recommendations for future research 
 
For future research it would be beneficial to extend the questionnaire to the other 
divisions within the organisation. Additional crosstabs could be incorporated to 
enhance the results in order to provide a more comprehensive analysis. This 
would target a wider audience which would provide a more realistic viewpoint on 
the study at hand. The type of information necessary from such a study would 
require the use of a qualitative research methodology, utilising either in-depth 
interviewing or focus group activities. 
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6.5. Conclusion 
 
This study was conducted to determine whether the different sections within the 
Outsourcing division have a culture of knowledge sharing. The primary and 
secondary objectives of this study have been realised and it can therefore be 
deduced that the results add value to the body of knowledge pertaining to KM and 
Outsourcing in an IT environment. 
 
 
Chapter 7
 
Page 104 
CHAPTER 7 
REFERENCES 
 
Alavi, M. and Leidner, D.E. (2001). Knowledge Management and Knowledge Management 
systems: Conceptual foundations and research issues. MIS quarterly, 25(1), pp. 107-136. 
 
Alexander, M. and Young, D. (1996). Strategic outsourcing. Long Range Planning, vol. 29 
No. 1, pp. 116-9. 
 
Allen, C.T., and Kleine, S.S. (1992). A comparison of attitudes and emotions as predictors 
of behaviour at diverse levels of behavioural experience. Journal of consumer research, 
vol. 18, March, pp. 493-504. 
 
Anderson, M.C. (1997). A primer in measuring outsourcing results. National Productivity 
Review, vol. 17 No. 1, pp. 33-41. 
 
Ang, S. and Cummings, L.L. (1997). Strategic response to institutional influences on 
information systems outsourcing. Organization Science, vol. 8 No. 3, pp. 235-56. 
 
Ang, S. and Straub, D.W. (1998). Production and transaction economics and IS 
outsourcing: a study of the US banking industry. MIS Quarterly, vol. 22 No. 4, pp. 535-52. 
 
APQC (1999). Knowledge Management: Consortium Benchmark Study, Houston, TX, pp. 
1-9. 
 
Arnold, U. (2000). New dimensions of outsourcing: a combination of transaction cost 
economics and the core competencies concept. European Journal of Purchasing & 
Supply Management, vol. 6 No. 1, pp. 23-9. 
 
Artz, K.W. and Brush, T.H. (2000). Asset specificity, uncertainty and relational norms: an 
examination of coordination costs in collaborative strategic alliances. Journal of Economic 
Behavior & Organization, vol. 41 No. 4, pp. 337-62. 
 
Avery, G. (2000). Outsourcing public health laboratory services: a blueprint for 
determining whether to privatize and how. Public Administration Review, vol. 60 No. 4, 
pp. 330-7. 
 
Babski, C and Carion, S. (2003). A collective knowledge architecture. Paper presented at 
VECIMS 2003 – International Symposium on Virtual Environments, Human-Computer 
Interfaces and Measurement Systems Lugano, pp. 27-9. 
 
Bahli, B. and Rivard, S. (2003). The information technology outsourcing risk: a transaction 
cost and agency theory-based perspective. Journal of Information Technology, vol. 18 No. 
3, pp. 211-21. 
 
Bahli, B. and Rivard, S. (2005). Validating measures of information technology 
outsourcing risk factors. Omega, vol. 33 No. 2, pp. 175-87. 
 
Barney, J.B. (1991). Firm resources and sustained competitive advantage. Journal of 
Management, vol. 17, pp. 99-120. 
 
 
 
Chapter 7
Barthelemy, J. and Geyer, D. (2004). The determinants of total it outsourcing: an empirical 
investigation of French and German firms. Journal of Computer Information Systems, vol. 
44 No. 3, pp. 91-7. 
 
Beaumont, N. and Sohal, A. (2004). Outsourcing in Australia. International Journal of 
Operations & Production Management, vol. 24 No. 7, pp. 688-700. 
 
Becerra-Fernandez, I., Gonzales, A. and Sabherwal, R. (2004). Knowledge Management: 
Challenges, Solutions and Technologies. Pearson Education, New Jersey, pp. 103-121. 
 
Benamati, J. and Rajkumar, T.M. (2002). The application development outsourcing 
decision: an application of the technology acceptance model. Journal of Computer 
Information Systems, vol. 42 No. 4, pp. 35-43. 
 
Bennet, D and Bennet, A. (2003). The rise of Knowledge Organisation. Chapter 1 in 
Holsapple, C.W. (ed.), Handbook on Knowledge Management, vol 1, Springer, Berlin, pp. 
5-20. 
 
Bettis, R., Bradley, S. and Hamel, G. (1992). Outsourcing and industrial decline. Academy 
of Management Executive, vol. 6 No. 1, pp. 7-22. 
 
Bhatt, G. (2000b). Organizing knowledge in the knowledge development cycle. Journal of 
Knowledge Management: Journal of Business Transformation, vol. 4 No. 1, pp. 15-26. 
 
Blake, R.R. and Mouton, J.S. (1969). Building a dynamic corporation through grid 
organizational development. Addison-Wesley, Reading, MA, pp. 79-85. 
 
Blumberg, D.F. (1998). Strategic assessment of outsourcing and downsizing in the service 
market. Managing Service Quality, vol. 8 No. 1, pp. 5-18. 
 
Bollinger, A.S. and Smith, R.D. (2001). Managing organisational Knowledge as a strategic 
asset. Journal of Knowledge Management 5(1), pp. 8-18. 
 
Bounfour, A. (1999). Is outsourcing of intangibles a real source of competitive advantage? 
International Journal of Applied Quality Management, vol. 2 No. 2, pp. 127-51. 
 
Bridges, W. (1995). Jobshift. Nicholas Brealey, London, pp 32-48. 
 
Cant M, Gerber-Nel C, Nel D & Kotzé T. (2003). Marketing Research. Claremont: New  
Africa Books. 
 
CapGemini (2004). Identifying the drivers behind outsourcing decisions. Available at: 
www.uk. capgemini.com/services/outsourcing/handbook/OUTSOURCING_sect1.1.pdf 
 
Chait, L.P. (1999). Creating a successful knowledge management system. Journal of 
Business Strategy, March-April. Available  at: http://web7.infotrac.london.galegroup.com. 
 
Chandra, C. and Kumar, S. (2000). Supply chain management in theory and practice: a 
passing fad or a fundamental change? Industrial Management & Data Systems, vol. 100 
No. 3, pp. 100-13. 
 
Chase, R.B., Jacobs, F.R. and Aquilano, N.J. (2004). Operations Management for 
Competitive Advantage. 0th ed., Irwin/McGraw-Hill, Boston, MA. 
 
 
Page 105 
 
 
Chapter 7
Cheon, M.J., Grover, V. and Teng, T.C. (1995). Theoretical perspectives on the 
outsourcing of information systems. Journal of Information Technology, vol. 10 No. 4, pp. 
209-19. 
 
CIO. 2000. Cultural barriers challenge KM implementers. 15 June, available at: 
www.cio.com/sponsors/0600_km/061500_km_side10.html  
 
Clark, T.D., Zmud, R.W. and McCray, G.E. (1995). The outsourcing of information 
services: transforming the nature of business in the information industry. Journal of 
Information Technology, vol. 10 No. 4, pp. 221-37. 
 
Cole-Gomolski, B. (1998). Users loathe to share their know-how. Computerworld, vol 31 
No. 46, p 6. 
 
Collis, D.J. and Montgomery, C.A. (1995). Competing on resources: strategy in the 1990s. 
Harvard Business Review, vol. 73 No. 4, pp. 118-28. 
 
Cooper, R. and Kaplan, R.S. (1991). Profit priorities from activity based costing. Harvard 
Business Review, vol. 69 No. 3, May-June, pp. 130-5. 
 
Das, T.K. and Teng, B.-S. (2002). Alliance constellations: a social exchange perspective. 
Academy of Management Review, vol. 27 No. 3, pp. 445-56. 
 
Davenport, T.H. and Prusak. (1998). Working Knowledge – How organisations manage 
what they know. Harvard Business School Press, Boston, MA, pp. 86-94. 
 
Davenport, T.H., De Long, D.W. and Beers, M.C. (1998). Successful knowledge 
management projects. Sloan Management Review, Winter, pp. 43-57. 
 
Davenport, T.H., Prusak, L. and Wilson, J.H. (2003). Who’s bringing you hot ideas and 
how are you responding? Harvard Business Review, vol. 81 No. 2, pp. 59-64. 
 
Deakin, S. and Walsh, K. (1996). The enabling state: the role of markets and contracts. 
Public Administration, vol. 74 No. 1, pp. 33-47. 
 
De Looff, L.A. (1995). Information systems outsourcing decision making: a framework, 
organizational theories and case studies. Journal of Information Technology, vol. 10 No. 4, 
pp. 281-97. 
 
Dillon WR, Madden TJ & Firtle NH. (1993). The Essentials of Marketing Research.  
Homewood: Richard and Irwin. 
 
Doh, J.P. (2005). Offshore outsourcing: implications for international business and 
strategic management theory and practice. Journal of Management Studies, vol. 42 No. 3, 
pp. 695-704. 
 
Donaghue, L.P., Harris, J.G. and Weitzman, B.E. (1999). Knowledge management 
strategies that create value. Outlook, January, Available at: 
www.ac.com.ideas/outlook/1.99/over_current4.html. 
 
Douma, S. and Schreuder, H. (1992). Economic Approaches to Organizations. Prentice-
Hall, Englewood Cliffs, NJ, 22-31. 
 
 
 
Page 106 
 
 
Chapter 7
Druckman, M. (1998). Social exchange theory: premises and prospects. International 
Negotiation, vol. 3 No. 2, pp. 253-66. 
 
Earl, M.J. (1996). The risks of outsourcing IT. Sloan Management Review, vol. 37 No. 3, 
pp. 26-32. 
 
Earl, M. (2001). Knowledge Management strategies: Towards a taxonomy. Journal of 
Management Information Systems, 18(1), pp. 215-233. 
 
Eagly, A.H. and Chaiken, S. (1993). The Psychology of attitudes. Harcourt Brace 
Janovich, Chicago, IL, pp. 7-14.  
 
Edwards, J. Handzic, M., Carlsson, S. and Nissen, M. (2003). Knowledge Management 
research and Practice: Visions and directions. Knowledge Management Research and 
Practice, 1(1), pp. 49-60. 
 
Eisenhardt, K.M. (1985). Control: organizational and economic approaches. Management 
Science, vol. 31 No. 2, pp. 134-49. 
 
Embleton, P.R. and Wright, P.C. (1998). A practical guide to successful outsourcing. 
Empowerment in Organizations, vol. 6 No. 3, pp. 94-106. 
 
Ernst & Young, (1999). Choosing your spots for knowledge management. Available at: 
www.ey.com/global/gcr.nsf/international/international_home. 
 
Frank, B. (2002). Five tips to reduce Knowledge loss, in thought and practice. The journal 
of the KM Professional Society, December, pp. 1-3. 
 
Fontes, R. (2000). The outsource option. Folio: The Magazine for Magazine Management, 
pp. 112-3. 
 
Forbes, (1997). Knowledge Management: the era of shares ideas. Forbes, vol 160 No. 6, 
p 28. 
 
Fulford, R. and Love, P.E. (2004). Propagation of an alternative enterprise service 
application adoption model. Industrial Management & Data Systems, vol. 104 No. 6, pp. 
450-6. 
 
Garicano, L. and Hubbard, T.N. (2003). Firms’ boundaries and the division of labor: 
empirical strategies. Journal of the European Economic Association, vol. 1 No 2/3, pp. 
495-502. 
 
Gillett, J. (1994). Viewpoint. The cost-benefit of outsourcing: assessing the true cost of 
your outsourcing strategy. European Journal of Purchasing & Supply Management, vol. 1 
No. 1, pp. 45-7. 
 
Gilley, K.M. and Rasheed, A.A. (2000). Making more by doing less: an analysis of 
outsourcing and its effects on firm performance. Journal of Management, vol. 26 No. 4, 
pp. 763-90. 
 
Gilley, K.M., McGee, J.E. and Rasheed, A.A. (2004). Perceived environmental dynamism 
and managerial risk aversion as antecedents of manufacturing outsourcing: the 
moderating effects of firm maturity. Journal of Small Business Management, vol. 42 No. 2, 
pp. 117-33. 
 
 
Page 107 
 
 
Chapter 7
Gonzalez, R., Gasco, J. and Liopis, J. (2005). Information systems outsourcing risks: a 
study of large firms. Industrial Management & Data Systems, vol. 105 No. 1, pp. 45-61 
 
Gopal, C. and Gagnon, J. (1995). Knowledge, information, learning and the IS manager. 
Computerworld, vol 29 No. 25, pp. SS1-7. 
 
Graf, M. and Mudambi, S.M. (2005). The outsourcing of IT-enabled business processes: a 
conceptual model of the location decision. Journal of International Management, vol. 11 
No. 2, pp. 253-68. 
 
Greaver, M. (1998). Strategic Outsourcing. A Structured Approach to Outsourcing 
Decisions and Initiatives. Amacon, New York, NY, pp 201-222. 
 
Grover, V., Cheon, M.J. and Teng, T.C. (1996). The effect of service quality and 
partnership on the outsourcing of information systems functions. Journal of Management 
Information Systems, vol. 12 No. 4, pp. 89-117. 
 
Hair JF, Bush RP & Ortinau DJ. (2003). Marketing Research within a Changing 
Information Environment. New York: McGraw-Hill Irwin. 
 
Hall, J.A. and Liedtka, S.L. (2005). Financial performance, CEO compensation, and large-
scale information technology outsourcing decisions. Journal of Management Information 
Systems, vol. 22 No. 1, pp. 193-221. 
 
Hamel, G. and Prahalad, C.K. (1994). Competing for the Future. Harvard Business Press, 
Boston, MA, pp 86-102. 
 
Hammer, M. (1990). Don’t automate, obliterate. Harvard Business Review, July-August, p 
110. 
 
Hancox, M. and Hackney, R. (2000). IT outsourcing: frameworks for conceptualizing 
practice and perception. Information Systems Journal, vol. 10 No. 3, pp. 217-37. 
 
Handzic, M. and Chaimungkalanont, M. (2003). The impact of socialisation on 
organisational creativity, in Proceeding of the European conference on Knowledge 
Management. Oxford, September 18-19, 2003, pp. 149-167. 
 
Handzic, M. and Hasan, H. (2003). The search for an integrated KM framework, Chapter 1 
in Hansen H. and Handzic M. (eds.), Australian Studies in Knowledge Management, UOW 
Press, Wollongong, pp. 3-34. 
 
Harler, C. (2000). Opting for outsourcing. Business Communications Review, vol. 30 No. 
7, pp. 56-61. 
 
Havens, C. and Knapp, E. (1999). Easing into knowledge management. Strategy and 
Leadership, vol. 27 no.2, pp. 4-10. 
 
Hendry, J. (1995). Culture, community and networks: the hidden cost of outsourcing. 
European Journal of Management, vol. 13 No. 2, pp. 193-200. 
 
Hood, C. (1997). Which contract state? Four perspectives on over-outsourcing for public 
services. Australian Journal of Public Administration, vol. 56 No. 3, pp. 120-31. 
 
Huang, E.Y. and Lin, C.Y. (2005). Customer-oriented financial service personalization. 
Industrial Management & Data Systems, vol. 105 No. 1, pp. 26-44. 
 
Page 108 
 
 
Chapter 7
Huffman, C.D., Loken, B. and Ward, J. (1990). Knowledge and context effects on typicality 
and attitude judgements. Advances in consumer research, vol 17, pp. 355-60. 
 
Jennex, M.E. and Zakharova, I. (2005). Knowledge management critical success factors. 
Available at: www.management.com.au/strategy/str110.html. 
 
Jennings, D. (1997). Strategic guidelines for outsourcing decisions. The Journal of 
Strategic Change, vol. 6, April, pp. 85-96. 
 
Jones, D. (2003). Knowledge Management and technical communication: a convergence 
of ideas and skills. Available at: https://faculty.washington.edu/markh/tc400. 
 
Jones, R., Kierzkowski, H. and Lurong, C. (2004). What does evidence tell us about 
fragmentation and outsourcing. International Review of Economics and Finance, vol. 14, 
pp. 305-16. 
 
Jones, M.T. (2005). The transnational corporation, corporate social responsibility and the 
‘outsourcing’ debate. Journal of American Academy of Business, vol. 6 No. 2, pp. 91-7. 
 
Kakabadse, A. and Kakabadse, N. (2000a). Sourcing: new face to economies of scale and 
the emergence of new organizational forms. Knowledge and Process Management, 
vol. 7 No. 2, pp. 107-18. 
 
Keeler, J. (2000). Track 5: social, behavioural, cultural and ethical factors, part 2. 
American Society for Information Science, pp 6-10. 
 
Kern, T. and Willcocks, L.P. (2000). Contract, control and presentation in IT outsourcing: 
research in 13 UK organizations. Journal of Global Information Management, vol. 8 No. 4, 
pp. 15-29. 
 
Kern, T. and Blois, K. (2002). Norm development in outsourcing relationship. Journal of 
Information Technology, vol. 17 No. 1, pp. 32-42. 
 
Kimberley, R.J. and Evanisko, J.M. (1981). Organizational innovation: the influence of 
individual organizational and contextual factor on hospital adoption of technological and 
administrative innovations. Academy of Management Journal, vol. 24 No. 4, pp. 689-713. 
 
King, W.R. and Malhotra, Y. (2000). Developing a framework for analyzing IS sourcing. 
Information & Management, vol. 37 No. 6, pp. 323-34. 
 
Klepper, R. (1995). The management of partnering development in IS outsourcing. 
Journal of Information Technology, vol. 10 No. 4, pp. 248-57. 
 
Koskinen, K.U. (2003). Evaluation of tacit knowledge utilisation in work units. Journal of 
Knowledge Management, 7(5), pp. 67-69.  
 
KPMG Consulting, (2000). Knowledge management research report 2000. Available at: 
www.kpmgconsulting.com. 
 
Lacity, M.C. and Hirschheim, R. (1993b). The information systems outsourcing 
bandwagon. Sloan Management Review, vol. 35 No. 1, pp. 73-86. 
 
Lacity, M.C. and Willcocks, L.P. (2000). Relationships in IT outsourcing: a stakeholder 
perspective. in Zmud, R.W. (Ed.), Framing the Domains of IT Management: Projecting the 
Future through the Past. Pinnaflex Educational Resources, Cincinnati, OH, pp 48-62. 
 
Page 109 
 
 
Chapter 7
Lafferty, G. and Roan, A. (2000). Public sector outsourcing: implications for training and 
skills. Employee Relations, vol. 22 No. 1, pp. 76-85. 
 
Lambe, C.J., Spekman, R.E. and Hunt, S.D. (2002). Alliance competence, resources, and 
alliance success: conceptualization, measurement, and initial test. Journal of the Academy 
of Marketing Science, vol. 30 No. 2, pp. 141-58. 
 
Lankford, W.M. and Parsa, F. (1999). Outsourcing: a primer. Management Decision, vol. 
37, pp. 310-16. 
 
Large, J. (1999). Outsourcing: a new way to do business. Corporate Finance, September, 
pp. 6-9. 
 
Lee, M.K.O. (1996). IT outsourcing contracts: practical issues for management. Industrial 
Management & Data Systems, vol. 96 No. 1, pp. 15-20. 
 
Lee, J.N. and Kim, Y.G. (1999). Effect of partnership quality on is outsourcing success: 
conceptual framework and empirical validation. Journal of Management Information 
Systems, vol. 15 No. 4, pp. 29-61. 
 
Levina, N. and Ross, J.W. (2003). From the vendor’s perspective: exploring the value 
proposition in information technology outsourcing. MIS Quarterly, vol. 27 No. 3, pp. 331-
64. 
 
Lieb, R.C. and Randall, H.L. (1996). A comparison of the use of third-party logistics 
services by large American manufacturers, 1991, 1994 and 1995. Journal of Business 
Logistics, vol. 17 No. 1, pp. 305-20. 
 
Lilly, J.D., Gray, D.A. and Virick, M. (2005). Outsourcing the human resource function: 
environmental and organizational characteristics that affect HR performance. Journal of 
Business Strategies, vol. 22 No. 1, pp. 55-73. 
 
Lonsdale, C. and Cox, A. (1997). Outsourcing: risks and rewards. Supply Management, 3 
July, pp. 32-4. 
 
Lonsdale, C. (1999). Effectively managing vertical supply relationships: a risk 
management model for outsourcing. Supply Chain Management: An International Journal, 
vol. 4 No. 4, pp. 176-83. 
 
Lonsdale, C. and Cox, A. (2000). The historical development of outsourcing: the latest 
fad? Industrial Management & Data Systems, vol. 100 No. 9, pp. 444-50. 
 
Lowendahl, B.R. (2000). Strategic Management of Professional Service Firms. 
Copenhagen Business School Press, Copenhagen, pp 131-148. 
 
Luo, Y. (2002). Contract, cooperation, and performance in international joint ventures. 
Strategic Management Journal, vol. 23 No. 10, pp. 903-19. 
 
Lynn, G.S., Morone, J.G. and Paulson, A.S. (1996).  Marketing and discontinuous 
innovation: the probe and learn process. California Management Review, vol. 38, pp. 8-
37. 
 
Maltz, A.B. and Ellram, L.M. (1997). Total cost of relationship: an analytical framework for 
the logistics outsourcing decision. Journal of Business Logistics, vol. 18 No. 1, pp. 45-66. 
 
 
Page 110 
 
 
Chapter 7
Marakas, G.M. (1999). Decision Support Systems in the Twenty-first Century. Prentice-
Hall, Englewood Cliffs, NJ. 
 
Marshall, D.J. (2001). The outsourcing process: from decision to relationship 
management. unpublished PhD thesis, School of Management, University of Bath, Bath, 
pp 75-89. 
 
Marshall, D., Lamming, R., Fynes, B. and De Burca, S. (2004). An exploration of the 
outsourcing process: a study of the UK telecommunications industry. Proceedings of the 
13th Annual IPSERA Conference, Catania, 4-7 April, pp. 554-562. 
 
Mayo, A. (1998). Memory bankers. People Management, vol 4 No. 2, 222 January, pp. 34-
8. 
 
McAdam, R. and McCreedy, S. (1999). A critical review of Knowledge Management 
models. The learning organisation, 6(3), pp. 91-100. 
 
McDermott, C. and Handfield, R. (2000). Concurrent development and strategic 
outsourcing: do the rules change in breakthrough innovation? Journal of High Technology 
Management Research, vol. 11 No. 1, pp. 35-57. 
 
McIvor, R. (2000). A practical framework for understanding the outsourcing process. 
Supply Chain Management: An International Journal, vol. 5 No. 1, pp. 22-36. 
 
McIvor, R. (2005). The influence of transaction cost economics and the resource-based 
view on the outsourcing process. Paper presented at the 16th Annual Conference of 
POMS, Chicago, pp 41-62. 
 
Michalisn, M., Smith, R. and Kline, D. (1997). In search of strategic assets. Revised and 
submitted to the International Journal of Organizational Analysis, August, pp. 1-39. 
 
Mol, M.J., Pauwels, P., Matthyssens, P. and Quintens, L. (2004). A technological 
contingency perspective on the depth and scope of international outsourcing. Journal of 
International Management, vol. 10 No. 2, pp. 287-305. 
 
Momme, J. (2001). Outsourcing manufacturing to suppliers. PhD thesis, Department of 
Production, Aalborg University, Denmark, pp 174-198. 
 
Nanaka, I. and Nishiguchi, T. (2001). Knowledge Emergence. Oxford University Press, 
New York, pp. 120-129. 
 
Nonaka, I. (1991). The knowledge creating company. Harvard Business Review, 
November-December, pp. 96-104. 
 
Nonaka, I. and Takeuchi, H. (1995). The Knowledge-Creating company. Oxford University 
Press, New York, NY, pp. 44-57. 
 
Nonaka, I. (1998). The Knowledge-Creating company. Harvard Business Review on 
Knowledge Management, HBS Press, Boston, pp. 21-45. 
 
O’Dell, C. and Grayson, C.J. (1999). Knowledge transfer: discover your value proposition. 
Strategy & Leadership, vol. 27 No. 2, pp. 10-16, available at: 
http://web4.infotrac.london.galegroup.com/itw/infomark. 
 
 
Page 111 
 
 
Chapter 7
Offsey, S. (1997). Knowledge Management: Linking people to knowledge for bottom line 
results. Journal of Knowledge Management, vol. 1 No. 2, pp. 113-122. 
 
Ostro, N. (1997). The Corporate brain. Chief Executive, vol 123, May, pp. 58-62. 
 
PA Consulting Group (1996). International Strategic Sourcing Survey 1996. PA 
Consulting, London, pp 86-99. 
 
Palvia, P.C. (1995). A dialectic view of information systems outsourcing: pros and cons. 
Information & Management, vol. 29 No. 5, pp. 265-75. 
 
Parlby, D. and Taylor, R. (2000). The power of knowledge: a business guide to knowledge 
management. Available at: www.kpmgconsulting.com/index.html 
 
Patterson, A. and Pinch, P. (1995). Hollowing out’ the local state: compulsory competitive 
tendering and the restructuring of British public sector services. Environment and Planning 
A, vol. 27, pp. 1437-61. 
 
People Management, (1998). The people factor. People Management, vol 4 No.2, 22 
January, p 38. 
 
Perrons, R.K. and Platts, K. (2004). The role of clock speed in outsourcing decisions for 
new technologies: insights from the prisoner’s dilemma. Industrial Management & Data 
Systems, vol. 104 No. 7, pp. 624-32. 
 
Polanyi, M. (1966). The logic of tacit inference. Philosophy, 41(1), pp. 1-18. 
 
Porter, M.E. (1980). Competitive Strategy: Techniques for Analyzing Industries and 
Competitors. The Free Press, New York, NY, 181-200. 
 
Prahalad, C. and Hamel, G. (1990). The core competences of the corporation. Harvard 
Business Review, No. 3, pp. 79-91. 
 
PriceWaterhouseCoopers, (1999a). KM business value: lessons learned from early 
adopted. Global Enterprise Advisor, vol. 10, pp. 7-8. 
  
Priem, R.L. and Butler, J.E. (2001). Is the resourced-based view a useful perspective for 
strategic management research? Academy of Management Review, vol. 26 No. 1, pp. 22-
40. 
 
Qu, Z. and Brocklehurst, M. (2003). What will it take for China to become a competitive 
force in offshore outsourcing? An analysis of the role of transaction costs in supplier 
selection. Journal of Information Technology, vol. 18 No. 1, pp. 53-67. 
 
Quelin, B. and Duhamel, F. (2003). Bringing together strategic outsourcing and corporate 
strategy: outsourcing motives and risks. European Management Journal, vol. 21 No. 5, 
pp. 647-61. 
 
Quinn, J.B. and Hilmer, F.G. (1994). Strategic outsourcing. Sloan Management Review, 
vol. 35 No. 4, pp. 43-55. 
 
Quinn, J.B., Anderson, P. and Finkelstein, S. (1996). Managing professional intellect: 
making the most of the best. Harvard Business Review, March-April, pp. 71-80. 
 
 
 
Page 112 
 
 
Chapter 7
Quinn, J.B. (1999). Strategic outsourcing: leveraging knowledge capabilities. Sloan 
Management Review, vol. 40 No. 4, pp. 9-21. 
 
Raich, M. (2000). Managing in the knowledge based economy. Raich, Zurich, pp. 25-39. 
 
Razzaque, M.A. and Sheng, C.C. (1998). Outsourcing of logistics functions: a literature 
survey. International Journal of Physical Distribution & Logistics Management, vol. 28 No. 
2, pp. 89-107. 
 
Roberts, V. (2001). Managing strategic outsourcing in the healthcare industry. Journal of 
Healthcare Management, vol. 46 No. 4, pp. 239-49. 
 
Robinson, M. and Kalakota, R. (2003). Offshore Outsourcing: Business Models, ROI and 
Best Practices. Mivar Press, Alpharetta, GA, pp 146-161. 
 
Robertson, J. (2004). Developing a knowledge management strategy. Available at: 
www.steptwo.com.au/papers/kmc_kmstrategy/index.html. 
 
Robertson, J. (2005). Intranets and knowledge sharing. Available at: 
www.steptwo.com.au/papers/kmc_intranetsknowledge/index.html. 
 
Rogers, E. (1995). Diffusion of Innovation. The Free Press, New York, NY, 444-458. 
 
Rojas L & Serpa F. Not dated. Questionnaire Design: An Introduction.  
Available from: http://www.pitt.edu/~super1/lecture/lec0971/002.htm 
 
Russell, R.S. and Taylor, B.W. (2003). Operations Management. 4th ed., Prentice-Hall, 
Upper Saddle River, NJ. 
 
Schneider, B. (2000). The psychological life of organisations. Handbook of organizational 
culture and climate, Sage, Thousand Oaks, CA, pp. 42-57. 
 
Shankman, N.A. (1999). Reframing the debate between agency and stakeholder theories 
of the firm. Journal of Business Ethics, vol. 19 No. 4, pp. 319-34. 
 
Shultze, U. (2003). On Knowledge work. Chapter 3 in Holsapple, C.W. (ed.), Handbook on 
Knowledge Management, vol 1, Springer, Berlin, pp. 43-58. 
 
Sislian, E. and Satir, A. (2000). Strategic sourcing: a framework and a case study. Journal 
of Supply Chain Management, vol. 36 No. 3, pp. 4-11. 
 
Skinner, W. (1969). Manufacturing – missing link in corporate strategy. Harvard Business 
Review, May-June, pp. 136-45. 
 
Skyrme, D.J. and Amidon, D.M. (1997). The knowledge agenda. Journal of Knowledge 
Management, vol. 1, pp. 27-37. 
 
Sohail, M.S. and Sohal, A.S. (2003). The use of third party logistics services: a Malaysian 
perspective. Technovation, vol. 23 No. 5, pp. 401-8. 
 
Tafti, M.H. (2005). Risks factors associated with offshore IT outsourcing. Industrial 
Management & Data Systems, vol. 105 No. 5, pp. 549-60. 
 
 
Page 113 
 
 
Chapter 7
Taylor, J. and McAdam, R. (2004). Innovation adoption and implementation in 
organizations: a review and critique. Journal of General Management, vol. 30 No. 1, pp. 
17-38. 
 
Teece, D.J. (1986). Profiting from technological innovation: implications for integration, 
collaboration, licensing and public policy. Research Policy, vol. 15, pp. 285-305. 
 
Teng, J.T., Cheon, M.J. and Grover, V. (1995). Decisions to outsource information 
systems functions: testing a strategy-theoretic discrepancy model. Decision Sciences, vol. 
26 No. 1, pp. 75-103. 
 
Thompson, A.A. and Strickland, A.J. (1996). Strategic Management: Concepts and Cases. 
Irwin: Time Mirror Higher Education Group, pp. 44-56. 
 
Tiwana, A. (2001). The essential guide to Knowledge Management. Prentice Hall, New 
Jersey, pp. 10-28. 
 
Twining, J.E. (1991). Strategies for Active Learning. Allyn & Bacon, Needham Heights, 
MA, pp 45-57. 
 
Vining, A. and Globerman, S. (1999). A conceptual framework for understanding the 
outsourcing decision. European Management Journal, Vol. 17 No. 6, pp. 645-754. 
 
Von Krogh, G., Ichijo, K. and Nonaka, I. (2000). Enabling Knowledge creation. Oxford 
University Press, New York, pp. 37-54. 
 
Walsh, J.F. (1996). Second generation outsourcing: a fresh look at methodology. 
Compensation & Benefits Management, vol. 12 No. 3, pp. 59-62. 
 
Wang, E.T. (2002). Transaction attributes and software outsourcing success: an empirical 
investigation of transaction cost theory. Information Systems Journal, vol. 12 No. 2, pp. 
153-81. 
 
Warren, L. (1999). Knowledge Management: just another office in the executive suite? 
Accountancy Ireland, December, pp. 8-15. 
 
Weidner, D. (2003). The education of the Knowledge professions – Meeting the challenge. 
In thought and practice. vol. 1, December, pp. 5-26. 
 
Wiig, K. M. (1995). Knowledge Management methods: Practical approaches to managing 
knowledge. Schema Press, Arlington, TX, USA, pp. 45-57. 
 
Wiig, K. (1997). Knowledge Management: An Introduction and Perspective. The journal of 
Knowledge Management, vol. 1, no 1. 
 
Williamson, O.E. (1981). The modern corporation: origins, evolution, attributes. Journal of 
Economic Literature, vol. 19 No. 4, pp. 1537-68. 
 
Wright, L. (2001). Market viewpoint: outsourcing is a no-claims bonus. Insurance Brokers’ 
Monthly & Insurance Adviser, vol. 51 No. 1, pp. 12-15. 
 
Wunram, M. (2000). Concepts of the CORMA Knowledge Management model. Available 
at: www.corma.net. 
 
 
Page 114 
 
 
 
Page 115 
Chapter 7
Yoon, K.P. and Naadimuthu, G. (1994). A make-or-buy decision analysis involving 
imprecise data. International Journal of Operations & Production Management, vol. 14 No. 
2, pp. 62-9. 
 
YU, D. (1999). Building the knowledge advantage. Available at: 
www.pwcglobal.com/extweb/newcolth.nsf/docid. 
 
Zhang, Q. and Cao, M. (2002). Business process reengineering for flexibility and 
innovation in manufacturing. Industrial Management & Data Systems, vol. 102 No. 3, pp. 
146-52. 
 
 
 
 
 
 
 
 
 
 
Chapter 8 
 
Page 116 
CHAPTER 8 
APPENDICES 
 
 
8.1. APPENDIX A: QUESTIONNAIRE 
Knowledge Management and 
Outsourcing in an IT environment 
Section A: Demographic Information 
This section of the questionnaire refers to background or biographical 
information. Although we are aware of the sensitivity of the questions in this 
section, the information will allow us to compare groups of respondents. 
Once again we assure you that your response will remain anonymous. 
1. Age group 
  17-25 
  26-35 
  36-45 
  46-55 
  56-70 
2. Gender 
  Male 
  Female 
3. Ethnicity 
  Black 
  White 
  Coloured 
  Indian 
  Other, please specify      
4. Geographical location 
  Gauteng 
  Limpopo 
  North West 
  Mpumalanga 
  Free State 
  Eastern Cape 
  Northern Cape 
 
 
Chapter 8 
  KwaZulu Natal 
  Western Cape 
5. Before BCX and at BCX, how many years did you work in Outsourcing? 
  Less than 1 1-2 3-5 6-10 11-20 
More 
than 20 
5.1 Before BCX        
5.2 At BCX         
6. In which division of Outsourcing do you work? 
  Strategy 
  Presales 
  Distributed Systems 
  Business Support Services 
  Enterprise Plan and Design 
  Deployment, Transition and Due Diligence 
  Operational Systems Architecture, Dev & Design 
  Data Centre Services 
  Global SMC 
  Service Management 
  Marketing 
  Service Delivery 
  Architecture 
  Service Support 
7.1 What is your job grade? 
  F Level 
  E Upper 
  E Lower 
  D Upper 
  D Lower 
  C Upper 
  C Lower 
  B Level 
7.2 How long have you been on this grade? 
  Less than 1 
  1-2 
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  3-5 
  6-10 
  11-20 
  More than 20 
8. Are you a permanent employee or a contractor? 
  Permanent 
  Contractor 
9. What type of work do you predominately perform on a daily basis? 
  Strategic 
  Tactical 
  Operational 
  Administrative 
10. How many hours per day are spent on administrative duties? 
  Less than 1 
  1-2 
  3-4 
  5-6 
  7-8 
  More than 8 
11. In order to perform your duties more effectively, to what extent do you 
require additional training? 
  Small extent 
  Medium extent 
  Large extent 
12.1 To whom do you report? 
  Executive 
  Senior Manager 
  Manager 
  Supervisor 
  Team Leader 
  N/A 
12.2 Where is he/she physically situated? 
  Gauteng 
  Limpopo 
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  North West 
  Mpumalanga 
  Free State 
  Eastern Cape 
  Northern Cape 
  KwaZulu Natal 
  Western Cape 
Section B: Knowledge Management and Outsourcing Information 
This section of the questionnaire explores your perceptions with regards to 
the processes and procedures of the division. 
13. When you are on leave or out of the office, who would normally take over 
your duties and responsibilities? Mark all applicable. 
  Manager 
  Colleague 
  Subordinate 
  Contractor 
  Nobody 
14. On what level is your decision making role within your department? 
  Strategic 
  Tactical 
  Operational 
  Administrative 
15. Where are the department's processes and procedures captured and 
stored? 
  In a central repository/database 
  On the intranet 
  Manual files 
  Not captured and stored 
  Other, please specify      
16. In your job function, how many other individuals can perform the same 
roles and responsibilities? 
  None 
  One 
  Two 
  Three 
  More than three 
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17. Are there departmental incentive schemes in place for rewarding people? 
  No 
  Yes 
18. Are there retention schemes in place for critical or scarce skills? 
  No 
  Yes 
  
Very 
small 
extent
Small 
extent
Medium 
extent
Large 
extent 
Very 
large 
extent 
19.1 The different sections within outsourcing 
have a culture of knowledge sharing.       
19.2 There is a formal process for you to 
learn from other people about departmental 
processes and procedures.       
19.3 There is a formal process for you to 
teach other people about departmental 
processes and procedures.       
19.4 You have a clear understanding of the 
department's role in the outsourcing model.       
19.5 When handing work over to another 
department, it is properly signed off, 
documented, tested, etc.       
19.6 When receiving work from another 
department, it is properly signed off, 
documented, tested, etc.       
19.7 When you are on leave or out of the 
office, your absence causes processes or 
procedures to stall.       
19.8 The departmental processes and 
procedures are documented.       
19.9 The departmental processes and 
procedures are clearly understood by you.       
19.10 The departmental processes and 
procedures are followed.         
 
 
8.2. APPENDIX B: DESCRIPTIVE STATISTICS TABLES 
8.2.1. Section A - Demographic Information  
Age group  
 
  Frequency Percent
17-25 18 14.2
26-35 46 36.2
36-45 32 25.2
46-55 22 17.3
Valid
56-70 9 7.1
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Total 127 100.0
 
Gender  
  Frequency Percent 
Male 77 60.6
Female 50 39.4Valid
Total 127 100.0
 
Ethnicity  
 
  Frequency Percent Valid Percent Cumulative Percent 
Black 20 15.915.7 15.9 
86 67.7 68.3 84.1 White 
Coloured 7 5.5 5.6 89.7 
Indian 13 10.2 10.3 100.0 
Valid 
Total 126 100.099.2  
Missing System 1  .8  
Total 127 100.0   
 
Ethnicity - Other  
   Frequency Percent Valid Percent Cumulative Percent 
 126 99.2 99.2 99.2 
European African 1 .8 .8 100.0 Valid 
Total 127 100.0 100.0  
 
Geographical location  
 
  Frequency Percent
121Gauteng 95.3
North West 2 1.6
Free State 1 .8
Northern Cape 2 1.6
Western Cape 1 .8
Valid 
Total 127 100.0
 
 
  Less than 1 1-2 3-5 11-20 
More 
than 20 Total 6-10  
Count 44 15 16 11 1 10619Before BCX - How many years did you 
work in Outsourcing? % 41.5% 14.2% 15.1% 17.9% 10.4% .9% 100.0%
Count 16 36 31 19 11 3 116At BCX - How many years did you 
work in Outsourcing? % 13.8% 31.0% 16.4%26.7% 9.5% 2.6% 100.0%
 
Page 121 
 
 
Chapter 8 
 
In which division of Outsourcing do you work?  
 
  Frequency Percent 
Strategy 1 .8 
Presales 3 2.4 
Distributed Systems 12 9.4 
Business Support Services 6 4.7 
Enterprise Plan and Design 1 .8 
Deployment, Transition and Due Diligence 4 3.1 
Operational Systems Architecture, Dev & Design 4 3.1 
Data Centre Services 14 11.0 
Global SMC 35 27.6 
Service Management 16 12.6 
Marketing 2 1.6 
Service Delivery 10 7.9 
Architecture 2 1.6 
Service Support 17 13.4 
Valid 
Total 127 100.0 
 
What is your job grade?  
  Frequency Percent Valid Percent Cumulative Percent  
E Upper 1 .8.8 .8 
3 2.4 2.4 3.3 E Lower 
D Upper 6 4.7 4.9 8.1 
D Lower 35 27.6 28.5 36.6 
C Upper 26 20.5 21.1 57.7 
C Lower 36 28.3 29.3 87.0 
B Level 16 12.6 13.0 100.0 
Valid 
Total 123 100.096.9  
Missing System 4  3.1  
Total 127 100.0   
 
How long have you been on this grade?  
   Frequency Percent Valid Percent Cumulative Percent 
Less than 1 21 16.5 16.7 16.7 
1-2 53 41.7 42.1 58.7 
3-5 31 24.4 24.6 83.3 
6-10 18 14.2 14.3 97.6 
11-20 3 2.4 2.4 100.0 
Valid 
Total 126 100.099.2  
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Missing System 1  .8  
Total 127 100.0   
 
Are you a permanent employee or a contract?  
   Frequency Percent Valid Percent Cumulative Percent 
Permanent 115 90.6 91.3 91.3 
Contractor 11 8.7 8.7 100.0 Valid 
Total 126 99.2 100.0  
Missing System 1 .8   
Total 127 100.0   
 
What type of work do you predominantly perform on a daily basis?  
   Frequency Percent Valid Percent Cumulative Percent 
Strategic 7 5.5 5.6 5.6 
Tactical 21 16.5 16.9 22.6 
Oeprational 64 50.4 51.6 74.2 
Administrative 32 25.2 25.8 100.0 
Valid 
Total 124 100.097.6  
Missing System 3  2.4  
Total 127 100.0   
 
How many hours per day are spent on administrative duties?  
   Frequency Percent Valid Percent Cumulative Percent 
Less than 1 17 13.4 13.5 13.5 
1-2 36 28.3 28.6 42.1 
3-5 25 19.7 19.8 61.9 
6-10 13 10.2 10.3 72.2 
11-20 23 18.1 18.3 90.5 
More than 20 12 9.4 9.5 100.0 
Valid 
Total 126 100.099.2  
Missing System 1  .8  
Total 127 100.0   
 
In order to perform your duties more effectively, to what extent do you require additional training?
   Frequency Percent 
Small extent 48 37.8
Medium extent 64 50.4
Large extent 15 11.8
Valid 
Total 127 100.0
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To whom do you report?  
  Frequency Percent 
Executive 11 8.7
Senior Manager 42 33.1
Manager 41 32.3
Supervisor 11 8.7
Team Leader 22 17.3
Valid 
Total 127 100.0
 
Where is he/she physically situated?  
  Frequency Percent Valid Percent Cumulative Percent  
Valid Gauteng 127 100.0100.0 100.0 
 
Section B: Knowledge Management and Outsourcing Information 
 
 
 
Not 
Marked  Marked Total 
Count 95 32 127When you are on leave or out of the office, who would normally take 
over your duties and responsibilities? - Manager % 74.8% 25.2% 100.0%
Count 31 96 127When you are on leave or out of the office, who would normally take 
over your duties and responsibilities? - Colleague % 24.4% 75.6% 100.0%
Count 104 23 127When you are on leave or out of the office, who would normally take 
over your duties and responsibilities? - Subordinate % 81.9% 18.1% 100.0%
Count 124 3 127When you are on leave or out of the office, who would normally take 
over your duties and responsibilities? - Contractor % 97.6% 2.4% 100.0%
Count 111 16 127When you are on leave or out of the office, who would normally take 
over your duties and responsibilities? - Nobody % 87.4% 12.6% 100.0%
 
On what level is your decision making role within your department?  
 
  Percent Valid Percent Cumulative Percent Frequency
13 10.2 10.3 10.3 Strategic 
Tactical 25 19.7 19.8 30.2 
Oeprational 61 48.0 48.4 78.6 
Administrative 27 21.3 21.4 100.0 
Valid 
Total 126 100.099.2  
Missing System 1  .8  
Total 127 100.0   
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Where are the department's processes and procedures captured and stored?  
   Frequency Percent Valid Percent Cumulative Percent
In a central repository/database 51 40.2 40.5 40.5
On the intranet 53 41.7 42.1 82.5
Manual files 9 7.1 7.1 89.7
Not captured and stored 2 1.6 1.6 91.3
Other 11 8.7 8.7 100.0
Valid 
Total 126 100.099.2  
Missing System 1  .8  
Total 127 100.0   
 
Where are the department's processes and procedures captured and stored? - Other 
   Frequency Percent 
 114 89.8 
BSIM 1 .8 
Combination of all 1 .8 
Control ES 1 .8 
CONTROL ES 1 .8 
ControlES 1 .8 
ES 1 .8 
MS Outlook - Tasks 1 .8 
on remedy system 1 .8 
own database 1 .8 
REMEDY 1 .8 
Shared drive 1 .8 
SHARED DRIVE 1 .8 
working instruction 1 .8 
Valid 
Total 127 100.0 
 
In your job function, how many other individuals can perform the same roles and responsibilities?
  Frequency Percent  
None 20 15.7
One 32 25.2
Two 26 20.5
Three 12 9.4
More than three 37 29.1
Valid 
Total 127 100.0
 
 
  No Yes Total 
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Count 107 19 126
Are there departmental incentive schemes in place for rewarding people?
% 84.9% 15.1% 100.0%
Count 101 21 122
Are there retention schemes in place for critical and scarce skills? 
% 82.8% 17.2% 100.0%
 
 
 
  
Very 
small 
extent 
Small 
extent 
Medium 
extent 
Large 
extent 
Very 
large 
extent 
Total 
Count 19 46 41 6 15 127The different sections within 
outsourcing have a culture of 
knowledge sharing. % 15.0% 36.2% 32.3% 11.8% 4.7% 100.0%
Count 31 47 26 16 5 125There is a formal process for you to 
learn from other people about 
departmental processes and 
procedures. 
% 24.8% 37.6% 20.8% 12.8% 4.0% 100.0%
Count 22 53 25 23 4 127There is a formal process for you to 
teach other people about departmental 
processes and procedures. % 17.3% 41.7% 19.7% 18.1% 3.1% 100.0%
Count 3 13 29 58 24 127You have a clear understanding of the 
department's role in the outsourcing 
model. % 2.4% 10.2% 22.8% 45.7% 18.9% 100.0%
Count 9 30 35 31 19 124When handing work over to another 
department, it is properly signed off, 
documented, tested, etc. % 7.3% 24.2% 28.2% 25.0% 15.3% 100.0%
Count 16 46 36 15 10 123When receiving work from another 
department, it is properly signed off, 
documented, tested, etc. % 13.0% 37.4% 29.3% 12.2% 8.1% 100.0%
Count 36 36 32 17 5 126When you are on leave or out of the 
office, your absence causes processes 
and procedures to stall. % 28.6% 28.6% 25.4% 13.5% 4.0% 100.0%
Count 2 16 43 45 21 127The departmental processes and 
procedures are documented. % 1.6% 12.6% 33.9% 35.4% 16.5% 100.0%
Count 1 10 28 61 27 127The departmental processes and 
procedures are clearly understood by 
you. % .8% 7.9% 22.0% 48.0% 21.3% 100.0%
Count 1 13 34 57 21 126The departmental processes and 
procedures are followed. % .8% 10.3% 27.0% 45.2% 16.7% 100.0%
 
Reliability 
Scale: Culture of knowledge sharing 
Case Processing Summary  
 
  N % 
Cases Valid 119 93.7
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Excluded(a) 8 6.3
Total 127 100.0
a Listwise deletion based on all variables in the procedure.
 
Reliability Statistics  
Cronbach's Alpha N of Items
.846 10
 
Item Statistics  
 
 Mean Std. Deviation N 
q19.1 2.5378 1.05598 119
q19.2 2.3529 1.10153 119
q19.3 2.4874 1.08038 119
q19.4 3.6975 .98768 119
q19.5 3.1429 1.18096 119
q19.6 2.6387 1.08714 119
rq19.7 3.6387 1.16975 119
q19.8 3.5042 .98182 119
q19.9 3.7983 .89802 119
q19.10 3.6555 .91538 119
 
Item-Total Statistics  
 
 
Scale Mean if Item 
Deleted 
Scale Variance if Item 
Deleted 
Corrected Item-Total 
Correlation 
Cronbach's Alpha if Item 
Deleted 
q19.1 28.9160 38.400 .516 .835
q19.2 29.1008 36.820 .616 .825
q19.3 28.9664 36.711 .641 .823
q19.4 27.7563 39.118 .500 .836
28.3109 37.470 .512 .836q19.5 
28.8151 36.372 .664 .821q19.6 
27.8151 41.305 .239 .862rq19.7 
27.9496 37.947 .608 .827q19.8 
27.6555 38.279 .646 .825q19.9 
27.7983 38.739 .587 .829q19.10 
 
Scale Statistics  
Mean Variance Std. Deviation N of Items
31.4538 46.267 6.80198 10
 
Frequencies 
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Statistics  
q19.meanscore  
Valid 127
N 
Missing 0
Mean 3.1550
Median 3.1000
Mode 3.20
Std. Deviation .67441
Skewness .363
Std. Error of Skewness .215
Kurtosis .061
Std. Error of Kurtosis .427
Minimum 1.40
Maximum 4.90
25 2.7000
50 3.1000Percentiles 
75 3.5000
 
q19.meanscore  
 
  Percent Valid PercentFrequency Cumulative Percent 
1 .8 .81.40 .8 
1.70 1 .8 .8 1.6 
2.00 2 1.6 1.6 3.1 
2.20 3 2.4 2.4 5.5 
2.30 5 3.9 3.9 9.4 
2.33 1 .8 .8 10.2 
2.40 8 6.3 6.3 16.5 
2.50 4 3.1 3.1 19.7 
2.60 4 3.1 3.1 22.8 
2.70 8 6.3 6.3 29.1 
2.80 4 3.1 3.1 32.3 
2.86 1 .8 .8 33.1 
2.89 1 .8 .8 33.9 
2.90 8 6.3 6.3 40.2 
3.00 4 3.1 3.1 43.3 
3.10 9 7.1 7.1 50.4 
3.11 1 .8 .8 51.2 
3.20 12 9.4 9.4 60.6 
3.30 9 7.1 7.1 67.7 
3.40 6 4.7 4.7 72.4 
Valid 
3.44 1 .8.8 73.2 
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3.50 5 3.93.9 77.2 
3.60 3 2.42.4 79.5 
3.70 1 .8.8 80.3 
3.75 1 .8.8 81.1 
3.80 3 2.42.4 83.5 
3.90 1 .8.8 84.3 
4.00 7 5.55.5 89.8 
4.10 3 2.42.4 92.1 
4.20 1 .8.8 92.9 
4.30 1 .8.8 93.7 
4.40 2 1.61.6 95.3 
4.50 1 .8.8 96.1 
4.60 1 .8.8 96.9 
4.70 2 1.61.6 98.4 
4.80 1 .8.8 99.2 
4.90 1 .8.8 100.0 
Total 127 100.0100.0  
 
Case Processing Summary  
Cases 
Valid Missing Total 
 
 
N Percent N Percent N Percent
q19.meanscore 127 100.0% 0 .0% 127 100.0%
 
Tests of Normality  
Kolmogorov-Smirnov(a) Shapiro-Wilk  
 Statistic df Sig. Statistic df Sig. 
.092 127 .010 .981 127 .065 q19.meanscore 
a Lilliefors Significance Correction 
Oneway 
Descriptives  
q19.meanscore  
95% Confidence Interval for Mean 
 
 N Std. Deviation Mean Std. Error Lower Bound 
Upper Bound 
 
 
Minimum Maximum
1 17-25 18 3.1886 .67823 .15986 2.8513 3.5259 1.70 4.60
2 26-35 46 3.1783 .73794 2.9592 3.3974 1.40 .10880 4.90
3 36-45 32 3.2000 .73485 .12990 2.9351 3.4649 2.00 4.70
4 46-70 31 3.0545 .51057 .09170 2.8672 3.2418 2.00 4.00
Total 127 3.1550 .67441 .05984 3.0366 3.2734 1.40 4.90
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Test of Homogeneity of Variances
q19.meanscore  
Levene Statistic df1 df2 Sig.
1.270 3 123 .288
 
ANOVA  
q19.meanscore  
 
 Sum of Squares df Mean Square F Sig. 
Between Groups .423 3 .141 .305 .822 
Within Groups 123 .462   56.885
Total 57.308 126    
 
Robust Tests of Equality of Means  
q19.meanscore  
 
 Statistic(a) df1 df2 Sig.
Brown-Forsythe .315 3 98.002 .814
a Asymptotically F distributed. 
 
Post Hoc Tests 
Multiple Comparisons  
Dependent Variable: q19.meanscore  
Scheffe  
95% Confidence Interval 
(I) q1.1 (J) q1.1 Mean Difference (I-J) Std. Error Sig. 
Lower Bound Upper Bound 
2 26-35 .01028 .18907 1.000 -.5256 .5462 
-.01142 .20036 1.000 -.5794 .5565 3 36-45 1 17-25 
4 46-70 .13410 .20152 .931 -.4371 .7053 
1 17-25 -.01028 .18907 1.000 -.5462 .5256 
3 36-45 -.02170 .15655 .999 -.4654 .4220 2 26-35 
4 46-70 .12382 .15803 .893 -.3241 .5718 
1 17-25 .01142 .20036 1.000 -.5565 .5794 
2 26-35 .02170 .15655 .999 -.4220 .4654 3 36-45 
4 46-70 .14552 .17138 .868 -.3403 .6313 
1 17-25 -.13410 .20152 .931 -.7053 .4371 
2 26-35 -.12382 .15803 .893 -.5718 .3241 4 46-70 
3 36-45 -.14552 .17138 .868 -.6313 .3403 
Multiple Comparisons  
Dependent Variable: q19.meanscore  
Dunnett T3  
(I) q1.1 (J) q1.1 Mean Difference (I-J) Std. Error Sig. 95% Confidence Interval 
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Lower Bound Upper Bound 
2 26-35 .01028 .19337 1.000 -.5283 .5489 
-.01142 .20599 1.000 -.5815 .5587 3 36-45 1 17-25 
4 46-70 .13410 .18429 .974 -.3848 .6530 
1 17-25 -.01028 .19337 1.000 -.5489 .5283 
3 36-45 -.02170 .16945 1.000 -.4804 .4370 2 26-35 
4 46-70 .12382 .14229 .944 -.2602 .5078 
1 17-25 .01142 .20599 1.000 -.5587 .5815 
2 26-35 .02170 .16945 1.000 -.4370 .4804 3 36-45 
4 46-70 .14552 .15901 .929 -.2875 .5786 
1 17-25 -.13410 .18429 .974 -.6530 .3848 
2 26-35 -.12382 .14229 .944 -.5078 .2602 4 46-70 
3 36-45 -.14552 .15901 .929 -.5786 .2875 
 
Non-parametric alternative: Kruskal-Wallis Test 
Ranks  
 
 q1.1 N Mean Rank
1 17-25 18 67.22
462 26-35 64.38
3 36-45 32 65.22
4 46-70 31 60.31
q19.meanscore
Total 127  
 
Test Statistics(a,b)  
 
 q19.meanscore
Chi-Square .492
df 3
Asymp. Sig. .921
a Kruskal Wallis Test 
b Grouping Variable: q1.1 
 
T-Test 
Group Statistics  
 q3.1 N Mean Std. Deviation Std. Error Mean 
1 Non White 3.3666 .8321740 .13158 
q19.meanscore 
2 White 86 3.0561 .57051 .06152 
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Independent Samples Test  
Levene's 
Test for 
Equality of 
Variances 
t-test for Equality of Means 
95% 
Confidence 
Interval of the 
Difference 
 
  
F Sig. t df 
Sig. 
(2-
tailed)
Mean 
Difference
Std. Error 
Difference 
Lower Upper 
6.747 .011
Equal 
variances 
assumed 
2.443 124 .016 .31050 .12708 .05896 .56203
q19.meanscore Equal 
variances 
not 
assumed 
  2.138 56.673 .037 .31050 .14525 .01960 .60139
 
Group Statistics  
 
 q7.1.1 N Mean Std. Deviation Std. Error Mean 
451 Level D - F 3.0600 .61252 .09131 
q19.meanscore 
2 Level B - C 78 3.2074 .71053 .08045 
 
Independent Samples Test  
Levene's 
Test for 
Equality of 
Variances 
t-test for Equality of Means 
95% 
Confidence 
Interval of the 
Difference 
 
  
F Sig. t df 
Sig. 
(2-
tailed)
Mean 
Difference
Std. Error 
Difference 
Lower Upper
1.233 .269
Equal 
variances 
assumed 
-
1.164 121 .247 -.14736 .12665 -.39808 .10337
q19.meanscore Equal 
variances 
not 
assumed 
  -1.211 103.269 .229 -.14736 .12170 -.38870 .09399
 
Crosstabs 
Case Processing Summary  
Cases 
Valid Missing Total 
 
 
N Percent N Percent N Percent
q2 * q7.1 123 96.9% 4 3.1% 127 100.0%
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q2 * q7.1 Crosstabulation  
q7.1 
 
   2 E 
Upper 
3 E 
Lower 
4 D 
Upper 
6 C 
Upper 
7 C 
Lower 
8 B 
Level 
 
Total 5 D 
Lower 
24 14 22 5 74Count 1 3 5
1 Male % within 
q2 1.4% 4.1% 6.8% 32.4% 18.9% 29.7% 6.8% 100.0%
Count 0 0 1 11 12 14 11 49
q2 
2 
Female % within 
q2 .0% .0% 2.0% 22.4% 24.5% 28.6% 22.4% 100.0%
Count 1 3 6 35 26 36 16 123
Total 
.8% 2.4%% within q2 4.9% 28.5% 21.1% 29.3% 13.0% 100.0%
 
Crosstabs 
Case Processing Summary  
Cases 
Valid Missing Total 
 
 
N Percent N Percent N Percent
q5.2 * q11 116 91.3% 11 8.7% 127 100.0%
 
q5.2 * q11 Crosstabulation  
q11 
 
   1 Small extent 2 Medium extent 3 Large extent  
Total 
Count 7 7 2 16
1 Less than 1 
% within q5.2 43.8% 43.8% 12.5% 100.0%
Count 16 16 4 36
2 1-2 
% within q5.2 44.4% 44.4% 11.1% 100.0%
Count 7 20 4 31
3 3-5 
% within q5.2 22.6% 64.5% 12.9% 100.0%
Count 9 10 0 19
4 6-10 
% within q5.2 47.4% 52.6% .0% 100.0%
Count 6 4 1 11
5 11-20 
% within q5.2 54.5% 36.4% 9.1% 100.0%
Count 1 1 1 3
q5.2 
6 More than 20 
% within q5.2 33.3% 33.3% 33.3% 100.0%
Count 46 58 12 116
Total 
39.7%% within q5.2 50.0% 10.3% 100.0%
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